The Outlook 


Better Earnings Reports—The Bonus—Genoa Conference Postponed — The Federal Reserve 
Report—Tariff Delayed Again—The Market Prospect 


NE of the surprises in the financial situation of the first 
few weeks of 1922 is seen in the fact that earnings 
reports not only on the part of sundry industrial con- 

cerns, but also of railroads, have on the whole, made so 
favorable a showing. The railroad reports in particular have 
furnished an agreeable surprise. Comparison of 1921 with 
1920 indicates that very material economies have been intro- 
duced, and that there has been a decided gain in earning 
power which has put sundry of the roads in position to show 
their dividends actually taken care of. This, of course, must 
to some extent be qualified, when we remember that the re- 
placement and betterment accounts of the lines have been con- 
ducted on so low a scale as they have. Nevertheless, the 
capacity of the lines to get back into a position of even 
technical ability to pay dividends, independent of Govern- 
ment support, is very gratifying. 

In the industrial field, the year-end reports of various 
corporations show some extremely satisfactory conditions. 
This has been true of a number of the equipment companies, 
some of the public service corporations, and a number of 
merchandising enterprises which had not been overloaded 
with high priced materials bought under conditions that gave 
the holders no opportunity to offset the loss due to shrinkage 
of prices. Losses of the latter kind have been in large 
measure “written off,”” with the result that a good many 
business concerns which have seen their profits eaten up in 
this way are now in position to go ahead on a more conserva- 
tive basis. From this standpoint, the year 1922 promises to 
be a period of growth, the preceding year having largely 
provided for the working off or absorption of losses incurred 
as a result of price shrinkage in 1920. Certainly the situa- 
tion has reached an encouraging phase. 
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RESIDENT HARDING'S recent 
letter to Chairman Fordney of the 
House Ways & Means Committee clearly 
explains the present position of the Federal 
Government as regards the proposed soldiers’ bonus. On 
two points it takes a strong position—neither bond issues nor 
taxes on securities, checks, postage and the like can be con- 
sidered at the present time. The sale of new bonds is out 
of the question, because of the fact that such bonds would 
result in greatly damaging or interfering with the present 
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HARDING AND 
THE BONUS 


status of public credit. 

The various taxes which have been suggested are like- 
wise out of the question because they would unduly burden 
business and would thereby tend still further to retard the 
process of restoring prosperity. Both these considerations 
are absolutely sound, and reflect the point of view which 
has been expressed by many members of the business com- 
munity who have communicated with the President during 
the past few weeks. 

It would be impossible to lay any further burdens upon 
those tax payers who are now bearing the burden of support- 
ing the Federal Government. President Harding urges the 
postponement of the whole question for the present, but he 
makes one reservation—that if Congress should choose to 
impose a sales tax for the purpose of paying the bonus he 
will give favorable consideration to the legislation. Of 
course this, in effect, is equivalent to a statement that if 
Congress sees fit to spread the burden out evenly over the 
population at large, the President is willing, although not 
much inclined to the plan, to approve a bonus measure. 
That, however, is at once distasteful to the principal advocates 
of the bonus. They realize the unpopularity which would 
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come from taxing bonus money directly back from the people 
who are to get it, and yet this position is the only sound one. 
The cost of Government is already borne chiefly by a very 
limited class in the community. 


* 8 
7 OSTPONEMENT of the Genoa Con- 
a ference for a period said to be likely 


to run to three or four weeks is the direct 
outcome of the difficulty that has been ex- 
perienced in getting a consensus or agreement between the 
various countries which are to participate. President Hard- 
ing’s hesitation in making known the attitude of the United 
States, and the recalcitrant position assumed by France, have 
been joint factors in tending to delay the working out of 
plans. Due to the attitude of indifference at Washington, 
and the constant postponement of a decision as to our share 
in the meeting, the interest of the financial community has 
undoubtedly flagged a good deal, and not a few are now 
disposed to regard the prospective outcome with some degree 
of pessimism. Nevertheless, the fact remains that the pro- 
posed conference is the only means now in sight for bringing 
about an international agreement that will dispose of some 
very crucial financial problems which are otherwise likely to 
go unsettled. 

The continuous falling off of our foreign trade, and the 
fact that, in spite of temporary improvement in exchange 
on different countries, it cannot fairly be said that there is 
a real betterment of foreign relations, strongly emphasizes 
the necessity of a more effective system of international financ- 
ing. The introduction of any such system is dependent upon 
protection for capital advanced or invested by one country 
in another, and it is also dependent upon stability of value 
in the medium used to express such investments. Accord- 
ingly, it would seem likely that, lacking these two essential 
prerequisites, the development of international trade will con- 
tinue to languish. It is in this fact that our own immediate 
interest in the restoration of sounder conditions abroad is to 
be seen. Nevertheless, it is undoubtedly true that there has 
been a decline of interest on the part of the community, and 
particularly of the business element in it, since the subject 


CONFERENCE 


was first broached. 
* * . 

HE report of the Comptroller of the 
AN UPTURN Currency showing the condition of na- 
- tional banks toward the close of 1921 has 
just been made public and has called forth 
a good deal of appreciative comment from some public men 
who see in it evidence of a great “upturn” in business. Par- 
ticular satisfaction is expressed because of the large showing 
of cash and the fact that there has been so little draft upon 
the cash resources of member banks here and there- during 
the past few months. Satisfaction is also expressed because 
of the moderate growth in resources which they have shown; 
and these elements in the reports are pointed out as indicative 


of a very decided improvement of commercial conditions. It 
is doubtful whether the evidence is particularly convincing in 
this regard. 

Most observers think of the great volume of specie in the 
United States as being evidence of danger rather than of 
soundness. Eventually, of course, we must look forward to 
the loss of this specie if we expect the other countries of the 
world to return to a gold basis. In the same way, the fact 
that member banks are carrying large unused balances with 
reserve banks, is indicative of little more than the fact that 
they are not finding a very active field of employment for 
such balances. Even if their reserves were near a minimum, 
it would not matter much under the present banking system, 
since such a condition would merely point to the necessity 
of early, and perhaps extensive, rediscounting with reserve 
banks. 

For all these reasons, the bank statement throws but little 
new light upon business conditions as already known. Yet 
the evidence from many sources is clear to the effect that 
there is a slow but fairly general restoration of soundness 
in trade and industry. This is a genuine basis for congratula- 
tion, but the reasons for such a hopeful feeling are not to be 
found in the figures of national bank reports. The latter 
show a sound and safe condition in the banks, but they also 
point to the existence of very serious problems. 

- 


THE fact that the Senate Finance Com- 


MORE DELAY mittee has now agreed on a foreign 
— tariff valuation plan substantially similar to 
TARIFF P y 


that recommended by President Harding 
which gives power to the Executive to vary the rates, brings 
it into direct conflict with the programme evolved by the 
Ways & Means Committee of the House and based on the 
idea of American Valuation. Chairman Fordney of the 
House Committee already threatens lengthy delay and con- 
troversy if the Senate does not recede from its position. How 
far this threat would be carried out in actual practice, may 
well be doubted. Probably it would not be pushed to the 
point of actually holding up the tariff if that would defeat 
the various purposes had in mind by both parties to the 
controversy. 
es 8 #8 
HE market continues to make steady 
progress toward higher prices, ac- 
companied by greater breadth and activity. 
The rise is not confined to any special 
group, and is apparently due to the influence of gradually 
increasing public confidence in American industries. The 
market is discounting an improvement in business which is 
likely to progress more rapidly than many people expect. 
Therefore, it is very important that those who have purchased 
at the low levels continue to exercise patience, for they are 
likely to be rewarded in proportion to their firmness in the 
face of reactionary influence of only temporary significance. 
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UR Investment and Business Service not only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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Is the Farm Crisis Past? 


' ~ What Caused the Slump—Factors in the Recent Recovery—The General Outlook 


Editor’s Note— 
American business men 


By EUGENE MEYER, JR. 





agricultural export, and 
every effort was made 





and investors have 
learned in a way that 
we will not soon forget 
the overwhelming in- 
fluence exerted by the 
farming community in 
the commercial affairs 
of the nation. It long 
since became apparent 
that any general trade 
recovery could only 
follow a loosening of 
agricultural credits and wy 
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a recovery in farm 
product prices, and that 
business could not improve until the 
farmer was rescued from his plight. 

The following article by the Manag- 
ing Director of the War Finance Cor- 
poration, tracing the trend in agricul- 
tural conditions, and analyzing the re- 
cent turn for the better, will therefore 
be read with much interest. 


HE biggest business man in the coun- 

try—the biggest buyer and the big- 

gest producer—is the farmer, and the 
biggest industry is agriculture. Other in- 
dustries bulk large in the public imag- 
ination because of the way in which 
they have been advertised. So predomi- 
nant were these industries thought to 
be that at one time it was customary 
to speak of steel kings, lumber barons, 
ind the like. But the farmer has in his 
wood lot, a mere side line to his regu- 
lar farming business, more timber in the 
aggregate than is owned by all the so- 
called lumber barons combined. And 
the money invested in the live stock in- 
dustry alone about equals, in the ag- 
gregate, the investment in all the rail- 
roads of the country. Agriculture pro- 
duces more of the nation’s wealth and 
offers a larger market for its manufac- 
tured and other products than any 
other single industry. 

When the economic activity of the 
farmer is materially curtailed, all kinds 
of business share in the stagnation that 
inevitably follows; and the recent pe- 
riod of depression has brought home 
to the whole nation a realization of the 
importance of agriculture and of the 
common interest which business men, 
manufacturers, bankers and the people 
generally have in its stability. 


Buying Spread Over the Year 


The difficulties of the farmer in the 
last two years have been due largely 
to his inability to market his crops in 
the customary manner, and to the ne- 
cessity that has been forced upon him 
of carrying them for a longer period. 

Before the war, the exportable sur- 
plus of our crops was bought in bulk 
and moved rather promptly after har- 
vest, for the most part by European 
importers. Producers and exporters on 
this side had to carry it and finance it 
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for a comparatively short period. But 
since the war, owing principally to the 
condition of exchange, the importing 
nations—even when buying as much as 
formerly—have bought on a hand-to- 
mouth basis, so to speak, making pur- 
chases only to meet current needs. 

The selling of our agricultural prod- 
ucts for export has become a twelve- 
months’ process instead of a brief sea- 
sonal one, and the financing and storage 
with their attendant problems, have 
been shifted from the foreign buyers 
and bankers to us. Similarly, jobbers, 
manufacturers and wholesalers in this 
country, following the collapse in com- 
modity prices and markets, became un- 
willing to carry their usual stocks in 
anticipation of demand, and domestic 
buying likewise developed a tendency 
to spread over the year. 

All this resulted in putting a new 
financial burden on the farmer and his 
banker—a burden which they were not 
prepared to carry. 


Assistance in Financing Exports 


It became evident, during the fall of 
1920, that our agricultural industry was 
facing a conndition of stagnation in the 
marketing of its output. The rapid 
decline in the prices of farm commodi- 
ties caused distress in the agricultural 
districts and brought about a situation 
which threatened to throw out of gear 
the whole business machinery of the 
nation. The flow of the current of 
business was checked by the agricul- 
tural financial impasse that developed. 
Something had to be done to assist our 
great basic industry in meeting the 
emergency and to pry loose the keylog 
of the general credit and industrial jam. 
So Congress, in January, 1921, adopted 
a joint resolution directing the War 
Finance Corporation to resume its ac- 
tivities in connection with the financing 
of exports. 

Acting under this authority, the Cor- 
poration took steps to extend credit on 
a sound business basis to the exporters 
of American commodities and to the 
banking institutions financing such ex- 
porters. Attention was directed first 
to cotton, because that is our foremost 


to develop ways and 
means of facilitating its 
movement to foreign 
countries. 

Some advances were 
made to finance the ship- 
ment of cotton to for- 
eign warehouses, there 
to be sold for cash to 
the foreign buyer as it 
was needed, and in fact 
approximately 225,000 
bales were exported 
under this plan. But 
further action was neces- 
sary, and early in July, 1921, the Cor- 
poration found that, through the large cot- 
ton cooperative marketing organizations, 
it could extend the needed financial as- 
sistance to American producers on a large 
scale and put them in position to carry 
their cotton for orderly marketing. 














Cotton Situation Greatly Improved 


The first important move in this di- 
rection was made when a loan of $5,000,- 
000 was granted to a Mississippi co- 
operative marketing association for the 
purpose of financing the carrying of 
100,000 bales of long-staple cotton. 
This transaction was soon followed by 
other loans to cooperative associations 
and to banks, until the Corporation had 
provided for the financing of well over 
1,000,000 bales, involving between $50,- 
000,000 and $60,000,000. 

These loans took care of but a small 
portion of the crop it is true, but as 
soon as it became clear that cotton was 
going to be adequately financed, buyers 
at home and abroad resumed purchases, 
with a marked effect on the prices of 
cotton and cotton goods. Encouraged 
by what the Corporation had agreed to 
do, many banks and other financing or- 


ganizations found ways to increase 
their loans on cotton. The fear began 
to go out of the market. Confidence 


was restored; the business men of the 
South breathed more freely, and the 
whole business outlook was changed. 


Although attention was concentrated 
on cotton in the beginning, other agri- 
cultural products were not neglected. 
Large advances were authorized by the 
Corporation to aid in the financing for 
export of such commodities as wheat, 
dried fruits, canned fruits and vegeta- 
bles, tobacco, condensed milk and meat 
products. 


Loans for General Agricultural Purposes 


While the export financing opera- 
tions of the Corporation were of both 
particular and general benefit, it be- 
came increasingly clear that further 
assistance was needed to help the agri- 
cultural industry over the emergency. 
Congress, therefore, in August, 1921, 
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extended the powers of the Corporation 
and gave it authority to make advances 
up to a total of $1,000,000,000, to bank- 
ing and financing institutions, and to co- 
operative associations, for any purpose 
connected with the growing, harvesting, 
preparation for market, and marketing 
of agriculture products, or the breeding, 
raising, fattening and marketing of live 
stock. Through thirty-three regional 
committees, composed of public-spirited 
bankers, business men and others, who 
are serving without compensation, the 
corporation is extending assistance to 
. agriculture on a nation-wide scale. Large 
advances already have been made to aid 
the stockmen of the West, the wheat 
growers of the Northwest, the farmers of 
the Corn Belt, the sugar beet growers of 
Utah, Idaho and Colorado, the peanut 
producers of Virginia, the fruit and rice 
growers of California, and other agricul- 
tural producers throughout the country, 
and the Corporation is daily approving ad- 
ditional advances ranging in the aggre- 
gate from $1,500,000 to $2,000,000. 

Up to January 31, 1922, the advances 
authorized by the Corporation for agri- 
cultural and live stock purposes totaled 
nearly $200,000,000, in addition to ad- 
vances for export purposes aggregating 
approximately $50,000,000. -Of the total 
amount, $185,000,000 represents advances 
granted to banking and financing institu- 
tions, $53,600,000 to cooperative marketing 
organizations, and $9,000,000 to exporters. 


Farmers Getting the Benefit 


There is ample evidence that the 
loans made by the Corporation are 
having a favorable effect on the agri- 
cultural situation. In the first place, 
its advances to banking and financing 
institutions in the agricultural districts 
are removing the necessity for forced 
liquidation and sonsequent sacrifice of 
crops by the farmer in order to meet 
his financial obligations. In the second 
place, they are putting many banks in 
funds for making new loans where 
proper security can be obtained, so that 
the farmer can go ahead with his nor- 
mal operations. 


How the Banks Are Helped 


One of the most important factors 
in the work of the Corporation—a fac- 
tor which cannot be accurately meas- 
ured or properly appraised—is this: 
Where a number of banks in a given 
territory find themselves in a difficult 
position due to loans which, though 
good, are, nevertheless slow and tem- 
porarily uncollectible, and where these 
banks are compelled to meet the de- 
mands of their depositors for their 
current needs, a disastrous situation 
might easily develop if the long redis- 
counts offered by the War Finance 
Corporation were not available. 

This weakness, which all those fa- 
miliar with agricultural conditions ap- 
preciate, is not only a factor with the 
banks immediately concerned, but with 
the stronger banks as well. If the 
weaker banks had not been reinforced 
by the Corporation’s rediscount facili- 
ties, as they have been recently, the 
stronger banks would not have been as 
willing as they have been to do their 
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, agriculture on a sound business basis. 





PRESIDENT HARDING SEES 
CRISIS OVER 


In a statement issued from the 
White House on February 18, 
President Harding said, in part: 

“Under any analysis, the figures 
[as contained in the Consolidated 
National Bank statement] indubi- 
tably demonstrate that the peak 
of liquidation and of consequent 
depression was passed somewhere 
between Sept. 6 last and Dec. 31 
last and that the tendency has 
been steadily toward improve- 
ment in business and less reliance 
of business upon the support of 
the banks. 

“Of precisely like tenor are re- 
cent advices from the War Fi- 
nance Corporation, which reports 
a progressive liquidation of its 
loans and a general improvement 
of conditions in the agricultural 
industry. Recent stabilizations of 
prices for agricultural staples have 
brought the farmers to the point 
where they are able to realize 
something.at least approximating 
costs of protection and can look 
forward hopefully to still further 
improvements in no very distant 
future.” 











part in the situation. And, as the work 
progresses, one of the most important 
effects will be that the stronger banks 
of the country, seeing that the position 
of the weaker banks is improving, will 
come into full, courageous and help- 
ful activity throughout the agricultural 
territory. 


Permanent Credit Agencies Needed 


The War Finance Corporation is 
merely a temporary organization. Un- 
der existing law, it will cease active 
operations on July 1 of the current 
year. The National Agricultural Con- 
ference, held recently at Washington, 
through its Committee on Agricultural 
Credit, Insurance and Taxation, con- 
sidered the question of making provi- 
sion to meet the farmers’ requirements 
for operative and marketing credits, 
such as are now temporarily available 
through the War Finance Corporation, 
and recommended that machinery be es- 
tablished to deal with the problem on 
a permanent basis. 

The Committee also recommended 
that, if action of this sort is not taken 
by the Congress, the life of the War 
Finance Corporation be extended for 
such time as may seem necessary and 
proper. As a matter of fact, bills de- 
signed to accomplish the purpose out- 
lined by the Committee already have been 
introduced in Congress and undoubtedly 
will be taken up for consideration in the 
near future. It is merely a question of 
providing the necessary machinery, be- 
cause the need for putting the farmer in 
position to carry his products for more 
orderly marketing has already been dem- 
onstrated. And with the ample supply 
of short time investment money that is 
available in this country, there should be 
no difficulty in obtaining the funds that 
will be required to put the financing of 
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Agricultural Conditions Improving 


Some concern has been expressed re- 
garding the financing of the planting, 
harvesting and marketing of the 1922 
crops. While there may be many cases 
of financial helplessness—often arising 
from causes beyond the control or re- 
sponsibility of the sufferers—that cannot 
be relieved by the War Finance Corpora- 
tion, the general outlook is encouraging, 
and even those cases will be benefited by 
the general improvement in the credit 
situation that is resulting from the activi- 
ties of the Corporation. The Cor- 
poration still has available ample 
resources with which to make ad- 
vances on a _ sound basis, in ac- 
cordance with the terms of the law 
under which it is operating; there has 
been a-marked improvement in the cot- 
ton, corn, wheat and live stock mar- 
kets; the banks generally are in a 
stronger lending position, and condi- 
tions on the whole are on the upward 
trend. Prophecies are always danger- 
ous, but I have no doubt that ways and 
means will be found to provide for the 
financing of as large a volume of every 
crop as present economic conditions 
justify or require. 


The Lesson of the Past Year 


The nation is probably making 
greater savings of natural wealth, in 
spite of the present distress, than it 
was making when we had what was 
called, and many believed to be, pros- 
perity. The false basis of that pros- 
perity collapsed in 1920, and the de- 
rangement of conditions, attended by in- 
evitable suffering and losses, will prove 
to have been overcome for the most 
part in 1921. 

Years of adversity are not without 
their value, if we will only analyze past 
events for the light they may throw on 
the present and for the assistance they 
may give in solving the problems of 
the future. The lesson of the past year 
should be an understanding of the inter- 
relation of all our agricultural and in- 
dustrial activities and of the common 
interest that we all have in each other’s 
welfare at home and abroad. And as 
this understanding is brought to bear 
more and more on the economic prob- 
lems of the country, I believe we shal? 
see a rapidly increasing tendency to- 
ward the restoration of stability in both 
agriculture and commerce. 





FARM PRICES ADVANCE 


Range of cash prices of principal 
commodities in the wholesale market 
(N. Y.) for current year shows the 
following comparisons: 


-—— High—- -—Low——_. 
Wheat ...... $1.54% Feb. 27 $1.19 Jan. 3 
a ee 81% Feb. 27 61% Jan. 3 
ara 50 Feb. 15 .46% Jan. 14 
0 — arr 9.50 Feb. 27 7.28 Jan. 3 
Gee cscs 094%, Jan. 3 08% Jan. 21 
Sugar ...... .051 Jan. 26 048 Jan. 3 
Butter ..... .40 Jan. 3 .34% Jan. 10 
PE na xwese 54 Jan. 25 33 Jan. 10 
OS reer 12.75 Feb. 27 9.40 Jan. 3 
Pork 26.50 Feb. 21 22.50 Jan. 24 
Basf ...ccee 16.0C Jan. 3 1400 Feb. 9 
ee 19.05 Jan. 4 1645 Jan. 3 
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The World’s Oil Situation and Its Effect on 
American Petroleum Properties 


Editor’s Note: The following article is 
the second section of Mr. Bryan’s trench- 
ant survey of the world oil situation, the 
first section having appeared in our is- 
sue of February 18th. 


VERY few men, probably three, two 
of whom are prominent Re- 
publicans could by agreement stop 

at once the mad race in which the oil 
companies in Mexico are vying with each 
other to drain the magic fields and dump 
their seven-cent product into their own 
United States, a criminal economic waste 
and a damning blow to the great 
oil industry of their own country. 
Yet any slur to their 100% Amer- 
icanism would be highly resented. 

The recent announcement as 
given in the Times, of three new 
wells at Cerro Azul is the most 
recent and striking evidence of this 
folly. Their “potential produc- 
tion” simply means the earlier 
exhaustion of that pool, for they 
in no way increase the total oil to 
be recovered from that pool. The 
cost of their drilling is therefore 
an economic loss. 

In the enthusiasm of the an- 
nouncement in the same paper of 
the new wells at Cierro Viejo and 


By BARNABAS BRYAN 


rived from petroleum but for exports and 
American consumption only represent four 
and eight-tenths per cent of American 
production. There is no known substitute 
supply of other material except for some 
special uses, but by new methods of re- 
fining, or by removing all lubricating oils 
from fuel oil, this supply can be enlarged 
to meet any conceivable demand for many 
years to come. 

Of present American production only 
27.2% goes into gasoline for both home 


consumption and exports. This may be 





Tierra Blanca, several important 
considerations were not stated. 
Due to high pressure, the well is 
compared to Cerro Azul No. 4, 
forgetful of the fact that initial 
pressure no more shows the size 
of the pool below than steam gage 
pressure shows the horse power 
of the boiler to which it is con- 
nected. In relating Tierra Blanca 
to Cerro Azul the distance is prob- 
ably by road and not by air line, 
while no reference is made to 
Potrero del Llano lying between 
or to Alamo near at hand. Had the 
discovery been made before writing, the 
comparison might just as well have been 
made to this new pool as to San Geron- 
imo. When considering the uncertainties 
of these new pools, it is well to check the 
enthusiasm of a comparison to Cerro Azul 
by a comparison to Zacamixtle. 





Future Oil Consumption 


The assumption that growing supplies 
of crude oil are essential to modern civ- 
ilization is based on false premises. The 
assumption that oil consumption will con- 
tinually increase is only true on the as- 
sumption that fuel oil will continue to sell 
at less than two dollars per barrel. In 
judging the future rate of consumption 
several related industries must be taken 
into consideration. There is but one class 
of products derived from crude oil, for 
which we lack substitutes, ready to come 
into competition with oil when prices 
allow. 

Lubricating oils are essentially all de- 
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POSSIBLE OIL TERRITORY 


NO OIL PROBABILITIES = 


DOTTED LINES INDICATE 
MOUNTAIN RANGES FORMING 
EFFECTIVE PARRIERS TO OIL 
TRANSPORTATION. 


enlarged at will, through the practice of 
“cracking” wherein heavier oils are broken 
down into lighter ones. Should the price 
advance to any extent, alcohol from or- 
ganic waste stands ready to compete as 
in Cuba today, or as a gasoline adulterant 
with naphtha from coal distillation. 

Kerosene production in America repre- 
sents 19% of American crude production. 
American consumption for ordinary uses 
is decreasing through competition from 
gas, electricity and acetylene. On the 
other hand consumption for internal com- 
bustion engines is on the increase and to 
this extent kerosene is the competitor of 
gasoline. 

About 5% of American production is 
used for gas oil in the production of illu- 
minating gas, but this is the product most 
frequently used for the manufacture of 
gasoline. During 1920 a crisis nearly ma- 
terialized as regards gas oil. With city 
gas at one dollar per thousand and gas- 
oline at thirty cents per gallon, the gas 
industry can only compete in price for that 


Scouring the Globe for the Supplies of the Future—Prospects in South America 


amount of gas oil which the refiner does 
not need. Coal gas can be used as a sub- 
stitute for present day oil enrichment, but 
this involves a large investment. 


A More Profitable Use for Natural Gas 


As gas oil and natural gas grow more 
expensive, it will become profitable to use 
the natural gas for the enrichment of pro- 
ducer gas and water gas, rather than sell- 
ing it straight to restricted localities. 
There will also come a tendency to lower 
the requirements of city gas to allow its 
cheaper production per heat unit. 
When that day arrives producer 
gas may be made at the coal mine 
and shipped to the cities for in- 
ternal combustion power plants 
and for all heating purposes, in- 
cluding homes and offices. 

Approximately half of American 
production is used as fuel oil; 
most of it for steam generation. 
Two-thirds of this amount is eco- 
nomic waste and a crime against 
conservation. In average good 
practice the steam engine utilizes’ 
less than 10% of the heat in oil 
or coal; the internal combustion 
engine makes use of over 30%. 
Diesel engines successfully use fuel 
oil. The success of this engine is 
clearly demonstrated by the Ger- 
man submarine, while its ecénom- 
ical use of fuel is proven by its 
ability to criuse to the American 
coast. 


A Possible Competitor to Oil 


Four barrels of oil are the heat 
equivalent of one ton of bitumin- 
ous coal, and, with but few excep- 
tions, the use of either is plainly 
based on the cost of power. Oil 
at three dollars will yield ground 
to coal at less than twelve dollars, 

and the consumption of fuel oil will 
decrease. While there are many advan- 
tages of operation with oil, it is a very 
dangerous conclusion that these advantages 
belong only to oil. Oil with colloidal coal 
dust to the extent of 50% possesses more 
fuel value than oil alone, while the diffi- 
culties in its manufacture are not at all 
insurmountable. Coal dust burning only 
waits on a little financial backing to be- 
come a strong competitor to oil for all 
purposes, including railroad locomotives 
and steamships. As the price of oil opens 
our eyes to the truth the present difficul- 
ties with these alternative fuels will 
rapidly disappear. 

When the cheap Mexican fuel oil must 
be fought for at higher prices, power users 
will cast longing eyes at the water power 
of the St. Lawrence River, and the selfish 
opposition to the Great Lakes ship canal 
will vanish. The interlinking of the power 
lines of the east will then become a reality 
and electric power will be carried over 
ever-increasing distances. The assumption 
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Bolivian barriers to the transportation of 
petroleum 


that we must have fuel oil is as false as 
that the oil fields of America are inex- 
haustible. It is all a matter of the cost 
per horse-power hour. 


South America 


Nothing could be more typically Ameri- 
can than our ideas regarding oil in South 
America, and in this statement are in- 
cluded many prominent oil men and com- 
panies. Because our own deposits are 
enormous, we believe that oil fields else- 
where must be just as large. We blindly 
assume that when our oil is gone, there is 
plenty more in the much-talked-of foreign 
fields and overlook the cost of bringing it 
home, which is vital to our main point of 
interest as a nation—the cost of oil laid 
down in New York. 


South America is far different from 
North America. Nature has stored a 
hundred times more organic matter in 
the rocks of our country than in all of 
the continent to the south. While coal is 
not necessarily related to oil, the ratio of 
coal in America to that in South America 
is an indication of the differ- 


the Orinoco valley to southern Brazil. Our 
great interior fields are in civilization, 
about the center of population of the coun- 
try, and include the finest farm area of the 
world; the main possibilities east and 
south of the Andes include parts of the 
least known area of the globe, with dif- 
ficulties of transportation which make the 
two thousand odd miles from Iquitos to 
the sea seem easy for parts of the Amazon 
valley. Our California fields are in a 
wonderful climate, with large markets at 
hand and cheap costs of development; 
north and west of the Andes all the dif- 
ficulties of the desert or the tropics must 
be overcome to greater or less degree in a 
sparsely settled country. 


Further Differences 


Then notice the differences in conti- 
nental structure. From the coal areas of 
Pennsylvania and Virginia to the upper 
foothill belt of the Rockies, there is an 
immense area of gentle folding, underlain 
by oil-forming beds and suitable to the re- 
tention of most of the oil which was ever 
formed. In South America the old hard- 
ened land mass of the east forced the 
mountain-forming action to raise the 
Andes sharply around it on the west and 
north. These great mountains form a 
very effective barrier to development work 
from the Pacific Coast, while their pre- 
cipitous rise from the sea prevented any 
but small fringing fields along the west 
coast. Compare these fields, including the 
Colombia-Venezuela region with the large 
producing territory tributary to the Gulf 
of Mexico. 

The Caribbean area of deposition ex- 
tends over much of Venezuela and Colom- 
bia, giving them their promise, but it fades 
away into the Orinoco valley to the east- 
ward and somewhere about the northern 
part of Peru on the west. Then south- 
ward, along the Andes and throughout the 
possibilities of the southern half of the 
continent, the oil found in seepages comes 
from rocks of much greater age, while 
during the age of the Caribbean oil forma- 
tions much of this area was covered by 
thousands of feet of sediments containing 
heavy brittle sandstone beds. Along the 
eastern coast as far as southern Brazil, 
and in some parts of the old land mass, 
some younger indications of oil are found, 
but in most cases the series of sedimenta- 
ries is too thin to allow proper oil forma- 
tion and storage. The result is enormous 
deposits of oil shales along the coastal 
area and some minor possibilities of oil. 





In the Andes Mountains east of La Paz, 
Bolivia 


Difficulties of Tropical Development 


Recently a man of large experience in 
foreign oi] development stated that a new 
venture in the tropics costs from two to 
four times its cost in America. Perhaps 
there can be no better way of judging the 
conservatism of his statement than by re- 
counting some of the author’s experience 
in South America. 

A flood of memories rush forward—of 
swollen rivers, of nights in the woods 
with mosquitos, of life made miserable by 
thousands of baby woodticks, of black 
gnats, leaving their red spots over hands 
and face, of long, tiresome rides through 
the heat of desert sands in the dry season, 
of long days and nights walking through 
unknown paths in the rain and mud, of the 
confusion of cutting roads through swamps 
and of weary oxen dragging casing 
through mudholes. 

After long, expensive geological inves- 
tigations, after replacing those men who 
cannot stand the hardship and resist 
tropical diseases, after costly 
surveys of land in swamp and 





ence in storage of material 
from which oil could have 
been produced. South Amer- 
ica imports most of its coal 
from England, America and 
Australia. In the matter of 
oil storage and structure, we 
likewise have an immense ad- 
vantage, 

In North America the an- 
cient land mass, where there 
is little or no possibility of 
oil, extends northward from 
the Great Lakes, including 
Labrador and an equally in- 
accessible region to the north- 
west; in South America this 





jungle, after expensive nego- 
tiations with governments or 
landowners, after the payment 
of considerable sums to gov- 
ernment for taxes and filing 
fees; in other words, after 
the expenditure of sufficient 
money to develop a good- 
sized oil field at home, then 
the actual development of a 
region begins. 

When the first shipment of 
material for one particular 
job was being loaded, a drill- 
ing stem owas carelessly 
dropped through the bottom 








area includes the accessible 
regions of the continent from 
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of the boat, sinking her at her 
dock in New York and caus- 

































ing us much discomfort through the delay 
in the material for our first houses. When 
the first material did arrive, it was the 
midst of the-wet season. Nevertheless we 
loaded it into little flat-bottom boats and 
took it to the river landing nearest the 
well locations. 


‘ A Slow Process 


In the meantime two of the men had 
gone ahead to prepare for unloading and 
start the work of widening trails for the 
passage of ox carts. Later the three of 
us spent two days playing cards and 
watching the water rush by, before the 
floods subsided and muddy land came into 
view. 

Then came the gangs with axes and 
machettes to clear the road. Rude log 
bridges were thrown across the little 
stream gulches. Five miles of road were 
cut. Ox carts crept up to the seepages 
with lumber and drilling material from 
home. Houses were built on the open hill- 
side. Then the little portable rig arrived 
and the first standard 
derrick was erected by 
fussy drillers unused to 
tropic hardships. 

In another instance a 
far more difficult battle 
was fought to reach a 
group of seepages fifty 
miles away. After care- 
ful investigation of pos- 
sible routes, that chosen 


started in semi-swamp 
country, went through 
twenty miles of hard, 
prickly jungle, wound 


its way over fifteerr miles 
of semi-open hills and 
then along the foothill 
belt of a mountain range 
through large partly open 
woods and _ scattered 
clearings made by set- 
tlers for cattle ranches. 


More Difficulties 


Gangs of laborers were 
organized, with one American to each ten 
miles of road, while still another gang 
cleared the land where the first rigs and 
houses were to stand. The houses were 
built of round logs, with floors of hand- 
sawed boards and roofs of palm thatch. 
Wells were dug at the camp and all along 
the road, for in the coming dry season 
water would be scarce and hard to get. 

Then came the effort of moving mate- 
rial over soft, new, sandy roads with 
tractors. The wheels sank in the sand. 
Long delays were caused by lack of water. 
Almost every conceivable difficulty had to 
be overcome before the rigs were on the 
ground and the derricks erected. 

Proportional hardships, costs, difficul- 
ties and delays must be endured in most 
tropical localities, as well as most of the 
other undeveloped fields of the world. In 


southern Argentine, where one or two- 


more Comodoro Rivadavias may be found 
at high cost, the desert and lack of trans- 
portation must be overcome. On the 
eastern side of the Andes, even around to 
Trinidad, there are but one or two locali- 
ties where the same difficulties are not 
even greater. In Colombia, the fields 
which today show promise are more than 
four hundred miles up the Magdalena in 
sparsely settled country. 
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Bringing Home the Oil 


A recent story in one of the oil journals 
about oil in eastern Bolivia and barging it 
down the Pilcomayo, brings to mind the 
stories of pioneers in northern Argentine 
about their attempts to get down the river 
in a canoe and of the burning of this high- 
grade natural kerosene in the lamps at a 
big German cattle ranch on the Pilcomayo. 

These men who have explored the lower 
reaches of the Pilcomayo have no hope of 
ever barging anything down to the sea. 
They know too well that in the dry sea- 
son this mountain torrent loses much of 
its water in the flat desert, while it is ford- 
able to burros as it comes from the 
mountains. Therefore, even admitting 
that eastern Bolivia is not another Cal- 
gary, Can., and that out in the flat some 
miracle of nature has made structure and 
brought the oil up within reach of the 
drill, it will have to be piped over hun- 
dreds of miles of desert, where elaborate 
preparations must be made to get across 





difficulties which will cost much money 
to overcome. The lake is closed by a 
sandbar, with only an unlucky thirteen 
feet of water at high tide and a channel 
barred by ironstone only fifteen feet under 
water, near the island of Toes. The lake 
shore is shallow for a half-mile off shore. 
Outside the bar, a strong trade wind blow- 
ing down the sandy coast will make a 
channel very expensive to keep open, even 
after it is dug by optimistic men. The 
same trade wind has prevented any good 
harbor outside, while it makes off-shore 
loading as difficult as on the coast of Mex- 
ico. This means a perplexing question 
whether to pipe the oil to the ocean, or 
barge it in self-propelled craft to Curacao 
as at present, or open a channel] for tank- 
ers to the lake. It is not surprising that, 
after ten years of work, Venezuelan pro- 
duction is not a factor in the oil situation. 
In Colombia, oil from the present fields 
must be barged down the river Magdalena 
or pumped through four hundred and fifty 
miles of pipe line to Cartagena. Assum- 
ing California conditions 
before the war, with im- 
portant fields of long life 
to spread capital costs 
over many years, it will 
cost at least thirty cents 
per barrel to bring this 
oil through pipe lines to 
the coast. The capital 
cost for pipe lines would 
be one dollar per barrel 
per year. But Colombia 
is not California. Even 
if pipe can be laid along 
—the river bank and cross- 
ings safely made over the 
bad spots, which is im- 
probable, the barge ser- 
vice to put the pipe 
ashore, the bringing of 
men from the States, the 
establishment of camps 





Swamps in which oil seepages occur on the west coast of Colombia 


alive. Then it must be barged down the 
Paraguay before it can be put on a tanker, 
five thousands of miles from New York. 

What will pipe lines cost under these 
and other tropical conditions? Twenty- 
five years ago with cheap labor and 
materials, the 560 mile line from Baku 
to Batum, with eight inch pipe and 19 
pumping stations cost $23,000 per mile. 
In California before the war they cost 
nearly $20,000 per mile complete. Dur- 
ing the past two years a 20-mile line in 
Mexico with two pumping stations, 
cost more than $50,000 per mile. 

How much oil land must be developed 
to justify three or five hundred miles of 
pipe line in the tropics? Is it fair to 
stockholders to assume that three wells 
justify hundreds of miles and put it in on 
speculation? What percentage of com- 
panies have made money on this policy in 
Mexico with distances less than sixty 
miles?) How will the capital investment 
of a four hundred and fifty mile line com- 
pare with the plant cost for getting an 
equal amount of oil from shale? 


Venezuela Not Yet a Factor 


In Venezuela, some favored fields near 
the lake or coast have a great advantage 
because of this. Yet even here, there are 


for construction and 
pumping stations, and the 
cost of general mainte- 
nance will be a _ far 
different proposition from simply rolling 
the pipe off of flat cars. The real ques- 
tion is whether the cost can be kept within 
twice normal costs in the United States. 
Getting out 100,000,000 barrels per year 
would more likely cost one dollar per bar- 
rel and a capital investment twice as great 
as for shale retorting plants of equal ca- 
pacity. Then, for American consumption 
the oil must be brought over eighteen hun- 
dred miles of ocean. 

On the east coast the chances of oil to 
transport are very remote, while the in- 
terior of Brazil is as far from New York 
as the known and possible fields of the 
Argentine. Three-thousand-ton steamers 
can reach Iquitos on the upper Amazon 
and thus present the possibility of com- 
mercial] success in that region. However, 
this oil is of small importance for Ameri- 
can consumption, as it must be carried 
down more than two thousand miles of 
river and over 2,700 miles of ocean to 
reach New York. 


Central America 


In Central America and the islands 
there may some day be some cheerful sur- 
prises, but at present the indications are 
decidedly against their ever becoming more 

(Continued on page 642.) 
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Notes on the Bucket Shop Campaign 


By RICHARD D. WYCKOFF 





VENTS clearly 

prove that the situ- 

ation was right for 
the exposé of the bucket 
shops, and before it is 
over, Wall Street will be 
a better and safer place 
for the American inves- 
tor. Failures, indict- 
ments, jail sentences, 
flights to Canada, investi- 
gations and expulsions 
are following in rapid 
succession and the end is 
not yet. Newspapers 
throughout the country 
are filled with bucket 
shop stories. Somé of 
them are running two 
columns on the front page 
showing a few of the ins 
and outs of the bucketing 
business. It is a good 
thing, for thus American 











people will learn more 
about the dangers of 
dealing with irresponsiblehouses. 

A few weeks ago I went to Detroit and 
attended a conference with the Attorney 
General of Michigan, the head of the State 
Securities Commission and the Detroit 
Stock Exchange officials: They decided to 
clean up Detroit and the State of Michi- 
gan. They have the advantage of a law 
under which all brokers are prohibited 
from doing business unless they are oper- 
ating under a state license. That’s where 
Michigan is one step ahead of New 
York, for if licenses are revoked, the 
bucket shops cannot continue to fleece the 
public. 

It is difficult to understand why, in so 
serious a situation, the President of the 
Consolidated Stock Exchange of New 
York, Mr. Silkworth, should claim in an 
advertisement inserted by the Exchange, 
immediately following the announcement 
of the New York Stock Exchange’s new 
policy, that 

“The Consolidated Stock Exchange 
of New York is a very old institution. 

Its regulations are ample to control 

the conduct of the Members in their 

transactions.” 

One need but run over the long list of 
Consolidated house failures, from Ennis & 
Stoppani, years back, to J. Frank Lilly in 
1919 and so on down to the recent failures 
of J. D. Sugarman & Co., R. H. McMas- 
ters & Co., and numerous others, to dis- 
prove this statement. 

It is claimed that that Exchange “has 
not contented itself with a negative atti- 
tude toward bucket shops and bucketshop- 
ping,” and that in 1909, thirteen years ago, 
the Consolidated was active in drafting an 
anti-bucket shop law which was enacted 
and afterwards used as a model for sim- 
ilar legislation in other states. Section 
592, since 1913, has made trading against 
a customer a felony. It might just as well 
not have been written. With this law in 
existence why did it require all of these 
nine years for the Consolidated Exchange 
to discover that the Sugarmans, the Mc- 
Masters’s and others were doing a bucket 
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shop business on that Exchange? 

Mr. Silkworth speaks of the remarkable 
increase of 101% in the number of shares 
handled on his Exchange during the past 
year. With all these Consolidated failures 
(they seem to be coming along at the 
rate of two or three a day as this is writ- 
ten) no wonder the volume of transactions 
increased during 1921, for without reflec- 
tion on the Members of the Consolidated 
Exchange who do a legitimate business, it 
is plain that many of those who have failed 
increased the volume of trading by selling 
out their customers’ stocks. 

In justice to Mr. Silkworth and his Ex- 
change, however, this must be said: They 
have recently announced that all of their 
Members will be investigated; that no one 
will be spared, and that the Consolidated 
Exchange intends to weed out all con- 
cerns guilty of bucketshopping. This is 
the most refreshing piece of news that 
Wall Street has had in a long time, and 
we hope it will not only be effective at the 
start, but that the proper supervision will 
continue to be exercised. 

There is no reason why any house 
should fail if it is properly supplied with 
capital, is run on a business basis, executes 
the orders of its customers and carries its 
stocks, except under conditions such as 
in the panic of May, 1901. Then the de- 
cline was so sudden and terrific that if it 
had not been checked it would have caused 
many brokerage houses to fail. It was a 
physical impossibility for them to call and 
secure margin money in time to margin 
their own loans at the banks. But a 
case like this happens only once in twenty 
or thirty years. 

A properly run brokerage house should 
be able to withstand a run even to the 
point where the last dollar and the last 
share of its customers’ cash and securi- 
ties are withdrawn; for it should then 
stand with its capital on hand, plus any 
profits accrued or less any losses sustained. 
After that, if it sees no way to recover its 
clientele it should go out of business. The 
mere action of closing up because people 


draw out their money, is 
in itself a proof of un- 
soundness and calls for 
prompt action by the 
authorities. 

Probably no one will 
disagree with me now, 
in view of the de- 
velopments of the past 
several weeks, that stock 
brokers should be sub 
ject to proper. con- 
trol. While there is no 
use raking over the past, 
it is obvious that if the 
New York: Stock Ex- 
change will take neces- 
sary steps to see what 
is being done with the 
quotations that emanate 
from its floor, it will un- 
doubtedly be able to save 
a great deal of this mess. 

The Consolidated Ex- 
change is a secondary 
market and all its trad- 
ing is done on the basis of the quotations 
which originate from the New York Stock 
Exchange and are posted on the board at 
one side of the Consolidated Exchange 
floor. Every member trades and executes 
his orders with one eye on that board, and 
every rally or dip which appears there is 
promptly followed by the traders who are 
endeavoring to catch “the nimble eighth.” 

As for the “market letter” houses, not 
members of any exchange, which advertise 
widely and cater to those who deal in listed 
stocks and are supposed to execute their 
orders on one exchange or the other, there 
is little or no reason for their existence. 

As the Stock Exchange proposes to 
clean up its own house, let us hope 
that there soon will be one “floor” where 
the investor or trader from one share up 
can secure the proper kind of service. 
Then he will not be obliged to go elsewhere 
under the impression that he will get it. 

At a recent conference, held at the office 
of the State Superintendent of Banks in 
Albany, and which some leading Senators 
and officials attended, we were discussing 
bucket shop legislation and I pointed out 
the futility of anyone not entirely familiar 
with Wall Street trying to frame legisla- 
tion which would prove effective. It was 
admitted by those at the conference that 
the only real way to control the bucket 
shops was by national legislation, for it 
is of no avail to drive these outfits from 
one state to the other, where the laws are 
not uniform, and no proper control may be 
secured. 

The situation is not one that is confined 
to New York City or the New York Stock 
Exchange or its connections. It is nation- 
wide; and while the recently announced 
efforts of the big Exchange to clean up 
are very important, the real remedy must 
come from a bigger, broader and higher 
source. 

District Attorney Joab H. Banton, of 
New York, says: 

“Personally, I do not. believe that State 
legislation, in itself, is adequate to end 
this evil. The solution lies in Federal 
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legislation as was recommended by the 
Treasury Department during the exposure 
of 1918, supported by uniform blue-sky 
aws in every State and aided by a Na- 
tional Vigilance Committee of representa- 
tives of every prominent financial, business, 
merchant and manufacturers’ association 

r organization in the country. 

“To“accomplish this a conference ought 
o be arranged in New York to be at- 
tended by the Attorney General, the Fed- 
eral and County District Attorneys, and 
representatives of the New York Stock 
Exchange, the Consolidated Stock Ex- 
change, the New York Curb Associa- 
ion, the Investment Bankers’ Association, 
he National Credit Men’s Association, the 
Associated Advertising Clubs of the 
World, the Merchants’ Association, and 
chamber of Commerce to arrange for a 
national convention in Washington of the 
various blue-sky commissioners or a dele- 
gate appointed by the Governor to draft 
a national securities act and a uniform 
blue-sky law to be adopted by every 
State.” 

Congressman Luther W. 
32nd district of New York, 

“T am interested in any movement tend- 
ing to curb the activities of these bucket 
shops, and will be glad to cooperate in 
any way that I can to bring about their 
complete elimination.” 

Senator Arthur Capper writes me: 

“Your article on bucket shops is a tre- 
mendously interesting piece of literature. 
I am greatly interested in this subject, par- 
ticularly in a possible program in the way 
of federal legislation. If you have any- 
thing in mind in that direction, I will be 
glad to hear from you. 

“I understand the American Bankers’ 
Association is proposing some legislation 
on this subject. I would like very much 
to know just what they have in mind. I 


GRAND JURY INQUIRY 


Mott, of the 


says: 





HOW TO GET YOUR 
MONEY OUT OF A 
BUCKETSHOP 


If you suspect your 
“broker” is likely to fail, 
don’t wait for him to de- 
liver or transfer your se- 
curities. Close them all 
out at the market price. 

Then ask him for a check 
for your balance—part of 
it on the spot. He should 
pay you this as evidence of 
his ability to do so. 

There should be no ex- 
cuse for delay in full pay- 
ment on the next business 
day, except Saturday. 

Go there yourself and 
get the check. The more 
he evades it the more in- 
sistent you should become. 

Stay there till you get it, 
and then have it certified. 

If you don’t get it 
promptly, call in a police 
officer. 











am ready to support any such program on 
that subject.” 

Senator Ladd says: “For years I have 
been fighting as far as I have been able the 
bucket shops of the country and I am glad 
that a magazine of your standing has 
taken hold of the matter and hope that 
the bucket shop as an institution and all 
the evils of the character now associated 
with this will be wiped out of existence. 
They serve no useful purpose and are de- 
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moralizing in their influence, are destruc- 
tive of the best interests of the people and 
are an evil that should be stamped out.” 

I have talked with many thoughtful men 
on this subject. I would like very much 
that the only way effectively to handle this 
situation is (1) to enact Federal legisla- 
tion which will provide for the licensing of 
all brokerage houses and other concerns 
who are custodians of the public’s funds; 
(2) limit the number permitted to enter 
the business; (3) establish certain stan- 
dards of safety and conservatism in the 
financing and the operation of such 
houses, and (4) provide for a regular and 
systematic examination of their books. In 
no other way does it seem that a repetition 
of the abuses recently disclosed can be 


avoided. 
There should be a provision under 
which, if not already existing, authority 


should be given to Federal officials to ex- 
amine into the affairs of these Ponzi outfits 
which spring up every now and then 
Anyone who took the trouble to look into 
the activities of those who were recently 
caught at this game in Chicago, could have 
told many months ago what was going on. 
* * * 


As fast as one bag of tricks is uncov- 
ered, the bucketeers start on a new tack. 
When Lincoln Motors Company was 
bought out by Ford, the stock on the Curb 
became very active, selling up to $4 and 
$5 a share. The activity was occasioned 
by the purchase of a round amount of this 
stock by swindlers, who, operating out in 
the country districts sold shares at a con- 
siderable advance in price on the repre- 
sentation that those who bought would be 
in partnership with Ford. 

These crooks did a landoffice business 
near Detroit until the scheme was exposed 
in some portions of the Middle West, but 

(Continued on page 655.) 


13 INDICTED BROKERS 
VANISH FROM CITY 


Police the Country Over Asked 
to Find Men Wanted 
‘ Bucket Shop Inquiry. 
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The above are merely a few illustrations from thousands of newspapers in the country now giving publicity to the Anti-Bucket 
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How the Treasury Will Refinance the Shori - 


Term Debt 


The Maturing of Over $6,500,000,000 in Short-Term Securities Falling Due Within 
Fifteen Months Presents a Problem of Great Magnitude to the Treasury 


States amounts to over $23,400,000,- 

000. Roughly 70% of this debt con- 
stitutes long-term obligations, most of 
which were incurred during the war. No 
immediate problem is attached to the fi- 
nancing of these debts as they fall due in 
a number of years. It will be the problem 
of some future Administration. In the 


T's gross public debt of the United 
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There would consequently be no prob- 
lem to be faced. As is commonly known, 
however, the state of the public treasury 
is not such that these debts can be re- 
deemed through payment of cash. The 
only method open to the Treasury is to 
gradually reduce the amount of these ma- 
turities before they fall due (which can 
be done provided governmental expendi- 


1923 


#* ESTIMATED 

















mean-time the outstanding Liberty loan 
issues and other funded debt can be pro- 
vided for through the usual forms of tax- 
ation which would furnish the amounts 
required for payment of interest and sink- 
ing fund. 

Of the $23,400,000,000 outstanding na- 
tional debt, however, about $6,500,000,000 
in the form of Victory Loan, Treasury 
certificates and Savings certificates mature 
within the next fifteen months—by April 
20, 1923 to be exact. How to finance the 
payment of this tremendous debt consti- 
tutes a problem of unparalleled magni- 
tude in the history of Treasury operations 
in the United States. When it is con- 
sidered that this amount is in excess of 
the combined first and second Liberty 
loans, the task confronting the Treasury 
will be better appreciated. 

Specifically, the various issues which fall 
due in the next fifteen months are: $3,- 
500,000,000 Victory Notes, $2,200,000,000 
Treasury certificates and about $700,000,- 
000 War savings certificates. The Vic- 
tory Notes fall due May 20, 1923; the 
Treasury certificates mature within the 
year and the War savings certificates fall 
due next January 1. 


The Plan of the Treasury 


If the Treasury had six and a half bil- 
lions cash in its vaults in excess of its re- 
quirements, it would obviously have suffi- 
cient to retire the entire short-dated debt. 
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tures are further reduced) and issue short- 
term securities of from one to three years 
to take care of the other short-term obli- 
gations to be called in. This involves a 
very delicate financing machinery, and if 
the Treasury can manage to finance this 
huge amount in short-term debt it will 
have accomplished a very great achieve- 
ment in the annals of finance. 

The outstanding Victory Loan of $3,- 
580,000,000 is entirely too large to be paid 
off at one time or to be refunded. The 
refunding of this debt on a long-term basis 
would involve the issue of an equivalent 
amount of long-term bonds, and it is a 
question if the investment market is in a 
position to absorb such a large amount. 
This could be done in war-time, when 
patriotic fervor ran high, but it would be 
patently a difficult thing to do under pres- 
ent conditions of business depression. 

The Treasury officials are certainly 
cognizant of this situation, for we have at 
no time been informed that the short-term 
debt would be refunded into a long-term 
debt. In a recent letter to Chairman 
Fordney, of the Ways and Means Com- 
mittee, Secretary Mellon says: “ ... 
It will be the Treasury’s policy to issue 
short-term notes from time to time when 
market conditions are favorable and to use 
the proceeds to effect the retirement of 
Victory notes, and to accomplish this, if 
they cannot be had otherwise, through 
the redemption of part of the notes before 


maturity.” This statement referred di- 
rectly to the Victory Loan, but in a sub- 
sequent part of the same letter the Sec- 
retary maintained that the same policy 
would be followed with regard to the $2,- 
200,000,000 outstanding. Treasury certifi- 
cates and $700,000,000 war savings cer- 
tificates. 

The ansiounced policy of the treasury, 
therefore, is to refund the bulk of the 


many before January 1, 1923 into 
i short-term securities. 


These methods suggest that the Govern- 
ment does not yet feel itself in a position 
to undertake the refunding of its $6,500,- 
000,000 :short-tagm debt on a long-term 
basis. _As suggested above, it would be 
impossible to~ float such a large issue at 
the present. time or, very likely, within 
the time in which the maturities fall due. 


The Progress Already Made 


The extent of progress already made 
by the Treasury with regard to the reduc- 
tion of the public debt will be appreciated 
more fully upon examination of the ac- 
companying table showing a reduction in 
the floating debt from $3,200,000,000 in 
June, 1919, to $1,900,000,000, the current 
sum. This, it will be seen, represents a 
very considerable reduction. 

Since August, 1919, the public debt has 
been gradually reduced through curtail- 
ment of national expenditures. With the 
budget system operating efficiently, it is 
hardly credible that the Treasury will 
permit itself to be swerved from its 
avowed course of reducing the national 
debt. In the past thirty months the Treas- 
ury has been floating a constantly decreas- 
ing volume of securities. 

Through financing its requirements on 
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this basis, the Treasury has avoided the 
necessity of calling for new money or ab- 
sorbed funds, which otherwise would have 
gone into business. Thus Treasury op- 
erations have proceeded smoothly and 
have not affectedethe business life of the 
country in an.unfavorable way. 

The improvement in the Treasury posi- 
tion, however, can only be ascribed to the 
reduction in the public debt. Were the 
Government to increase this debt, it 
would take up new money, there would 
be danger of inflation, higher interest 
rates would result and ultimately we 
should face a return of the conditions 
which led to the disastrous decline in 
business in the period 1920-1921. 

It is for this reason that the best eco- 
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Foreign Trade and Securities 


World Debt Doubled in Three Years 


Printing Presses Kept Busy Supplying the Deficiencies 
in National Revenues—The Effect on “Exchange” 


’ HE accompanying graph gives a 
very good picture of the actual 
financial condition in many of the 

rincipal European Governments. It 

ill be noted that the Central European 
iovernments, including Poland, are m 
1e worst position of all. Generally 
peaking, the finances of the defeated 
ations give an extremely unfavorable 
omparison with those of the victorious 
ations in the recent war. Not only is 
his conclusion inescapable but events 
luring the past year have shown that 
he allied nations, with the exception 

Poland, are gradually pulling them- 
selves together, financially speaking, 
vhereas nations like Germany, Austria 
ind Hungary are very rapidly nearing 
the end of their resources. 

The figures on which the graph here- 
vith is based refer specifically to the 
udget deficits incurred by the respec- 
tive countries in the past three years. 

had been foreseen, of course, and 
ven acknowledged by the finance 

\inisters of the countries most seriously 
ffected that the debts of a number 
f nations would increase as a result 
»f the increase in “budget deficits.” i. e., 
nerease of national expenditures over 
eceipts. 

Coincident with the extension of such 
udget deficits—and as a means of 
emporarily alleviating the situation- 
since the war has 


vaper currency 
-eached staggering and unheard of 
‘roportions. The printing-presses have 


een assiduously at work in Europe 
since the past three years and the result, 
iaturally, has been a tremendous fall 
n exchange values. In turn, the re- 
duced purchasing power of nations, as 
reflected by the depreciated value of 
currency values, resulted in the com- 
pulsion of large advances in expendi- 
tures materially increasing the budget 
leficits over and above the amount 
originally estimated. 

The net result of this situation is that 
where budget deficits have increased, the 
national debt and paper currencies have 
increased in proportion. It is  signifi- 
cant that where the world debt at the 
close of the war stood at $200,000,- 
000,000 by the end of 1921 it had 
amounted to almost $400,000,000,000— 
an increase of nearly 100%. In view of 
such a staggering increase in the world 
debt, it is obvious that unless the coun- 
tries most affected are placed on a 
sound basis, financially, either through 
their own or foreign efforts, the result 
must necessarily be a collapse of their 
financial machinery. 


for MARCH 4, 1922 


The Means Adopted 

The chief means adopted by Euro- 
pean nations toward meeting budget 
deficits, as mentioned above, has been 
the printing of paper currency to supply 
the deficiency. For example, the in- 
crease in world debt since the close 
of the war has been about $200,000,- 
000,000. 

At the same time, there has been 
an increase in national debts and paper 
currency of about $250,000,000,000. The 
major part of the last figure quoted has 
consisted of additions to paper currency 


such an enormous deticit 

In Austria, the deficit sprung from 
$2,100,000,000 in 1919 to $30,100,000,000 
in 1920 and $33,000,000,000 in 1921—truly 
fantastic figures. However, these fig- 
ures are based on par value exchange 
of the Austrian kroner so that the re- 
sults are ebviously grossly exaggerated 
when reckoned in American dollars. 
Nevertheless, they contain a certain 
value as indicating at least the trend 
of the Austrian deficit. 

In Germany, conditions are about as 
had. In that country there was a def- 


in the face oi 
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so that it will be observed the various 
Governments have mainly endeavored 
to balance their budgets through the 
issue of currency with a steadily de 
preciating value. 


The Central European “Powers” 


The most serious situation exists in 
Germany, Austria, Hungary and Poland. 
In those four countries, the budget 
deficits have shown a steady and rapid 
increase in the past three years. The 
only one of these four nations to show 
any recuperative financial power is 
Poland which reduced its budget deficit 
from $4,326,000,000 in 1920 to $3,- 
860,000,000 in 1921—smal] encouragement 


ITALY 
+ MARCH 31 
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GERMANY 





icit—in American dollars—of $7,600,000,000 
in 1919, $11,900,000,000 in 1920 and $26,- 
100,000,000 in 1921. 

The German national debt at the end 
of 1918 stood at $40,000,000,000 but had 
increased to $71,000,000,000 by the end 
of 1921. At the same time par value 
of paper currency had increased from 
$4,000,000,000 to $24,000,000,000. In 
view of these figures, it is not difficult 
to understand British resentment over 
the callous policy of France with regard 
to German reparations payments. 

The financial situation in Hungary is 
about as chaotic as that existing in 


(Continued on page 642.) 
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French Bonds As Investments 


What the Increase in Territory and Population Means to France — Public Debt — More French 


ROM an investment standpoint the 

American public's education has 

been limited largely to corporation 
securities. This education has centered 
on such factors as security, market- 
ability, yield and earnings. Consequent- 
ly the product of the corporation, its 
management, its good will and other 
factors of that character nave assumed 
importance in the distribution of cor- 
poration securities to the American in 
vestor. 

Since the war, however, the investor 
in the United States has broadened his 
viewpoint and has become in fact an 
international investor. This has en- 
tailed not only larger responsibilities on 
the part of the underwriting banker, 
but it has also necessitated a broader 
vision on the part of the investor. Up 
to the present, practically all foreign 
financing in the United States has con- 
sisted of securities of governments or 
subdivisions of governments, such as 
states and municipalities. The inves- 
tor’s previous education in investments 
has been of little avail in considering 
the merits of foreign government se- 
curities, for there are other factors that 
determine the standing of such secur- 
ities than those that we have become 
accustomed to in judging domestic cor- 
poration securities. 

It is true, of course, that there are 
more American investors who have 
purchased United States government 
securities than there are who have pur- 
chased corporation securities, but prac- 
tically all of the purchases of Liberty 
Bonds and Victory Notes were made 
with motives that are not usually in 
evidence in the purchase of corporation 
securities. 

Patriotism was an important element 
in the success of the Liberty Loan flo- 
tations and advertising was used more 
extensively than ever before in the sale 
of such securities. The necessity for 
winning the war and the importance of 
raising money through bond issues for 
the government permitted the expendi- 
tures of vast sums of money for ad- 
vertising and publicity during the Lib- 
erty Loan campaigns. No barking 
house could afford to attempt to dupli- 


Bonds to Be Offered 
By THOMAS B. PRATT 


cate such campaigns in the sale of their 
ordinary offerings because of the small 
profit that such offerings carry. 


Foreign Government Securities 


In foreign government securities 
there are two factors outside of yield 
and maturity that predominate. These 
factors are the ability of a country to 
pay its debts and the willingness of a 
people to meet its foreign obligations. 
And of these two factors the latter is 
generally the more important. In 
judging a foreign government security, 
therefore, it is essential, first, that the 
record and character of the people be 
studied and, second, that the economic 
conditions of the country be consid- 
ered. Under the first heading must be 
considered the attitude of a nation 
towards its foreign obligations during 
a period when every possible obstacle is 
placed in its path to prevent it from 
meeting its obligations. Such obstacles 
may be unfavorable trade factors, an 
unsound financial system, currency in- 
flation or excessive debt in proportion 
to population. 

If a nation has met such tests as have 
just been enumerated and has recov- 
ered from such obstacles with colors 
flying, it is certainly entitled to all the 
credit that can be extended to it. On 
the other hand, however, there are con- 
stantly developing world economic ten- 
dencies that are apt to change the 
course of history, to wipe out old trade 
routes and dispose of old theories of 
economics. It is essential, therefore, 
that the investor give consideration not 
only to the willingness of a nation to 
meet its foreign obligations, but also to 
its ability to do so judged from existing 
economic conditions, 


The French Record 


It has been said of France quite fre- 
quently since the end of the war that 
she could never recover from its effects. 
It is certain that France has had mighty 
poor advertising in the United States 
since the Armistice and there has con- 
sequently grown up a misconception of 
that country’s ability to recover from 
the effects of the war and this has been 


reflected in the position of her bonds 
in the American market. This has also 
handicapped to a considerable degree 
the distribution of new French issues 
in the United States. Most of them 
have been sold to investors much more 
slowly than other foreign government 
securities and the yields on French se- 
curities are considerably higher than 
those of some other countries that can 
not point with the same degree of pride 
to the wonderful debt record of the 
French Republic. It is true, of course, 
that France expected to recover a fair 
proportion of her expenditures and the 
cost of reconstruction through the Ger 
man Reparations. It is true that some 
of her best provinces were practically 
laid to waste during the war, that she 
lost over 1,300,000 of her most able- 
bodied men, with twice as many 
wounded, that she has been compelled 
to go into debt to the extent of 300,- 
000,000,000 francs and that her revenues 
today, after three years of peace, are 
still inadequate to meet her expendi- 
tures. 

But on the other side of the ledger 
must be placed the story of France 
following the downfall of Napoleon. 
Germany, the victor at that time, not 
only took Alsace and Lorraine away 
from the country, but demanded an in- 
demnity of $1,000,000,000 and the Ger- 
man army was to remain on French 
territory at the expense of France until 
the claim was met. The total cost of 
that war to France, outside of the 
destruction of property and the inter- 
ruption of commerce, was over $1,300,- 
000,000, which at that time seemed even 
more appalling than the French debt 
today. In fact, the indemnity de- 
manded by Germany was made with 
the idea of ruining France forever so 
that she could no longer be a menace 
to German hopes and ambitions. It 
only took France about fifteen years to 
practically extinguish that debt, and 
forty years to become the industrial 
leader of Europe. 

On the same side of the ledger we 
must place the restoration of Alsace- 
Lorraine, her vast colonial domain and 
the huge increase in natural resources 





Rate Year of 


Name t issue 
French Perpetual Rentes...... 3 1886-7-01 
French Redeemable Rentes.... 3 1878-1884 
French Redeemable Rentes.... 3% 1914 
French War Loan of 1915...... 5 1915 
French War Loan of 1916...... 5 1916 
French War Loan of 1917...... 4 1917 
French Liberation Loan of 1918 4 1918 
French Premium Loan, 1920... 5 1920 
French Interval Loan, 1920.... 6 1920 


*(000 omitted.) 





PRINCIPAL FRENCH INTERNAL ISSUES 
Interest *Amount *Amount Present 

Issue dates Maximum yr. issued outstanding price per Approx. Potential 
1 of maturity francs francs fos. 1000 income profits 
{ 28 J-A-J-0 No fixed date 21,922,217 19,745,460 $60 4.2% $133.00 
80.50 J-A-J-0 1953 4,254,146 3,039,569 65 4% 128.00 
81 F-M-A-N 1915-1939 884,614 25,050 79 3.90% 114.00 
88 F-M-A-N After 1931 15,204,959 15,204,959 70 6.2% 123.00 
87.50 F-M-A-N After 1931 11,508,000 11,508,000 65 6.72% 128.00 
68.60 Feb.-Aug, After 1943 15,100 000 12,961,3C0 53 6.54% 140.00 
70.80 J-A-J-0 After 1944 30,465,875 30,465,875 58 6.20% 135,00 
100 May-Nov. 1980 15,730,000 15,580,000 77 5.70% 212.50 
100 June-Dec. After 1931 27,888,417 27,888,417 78 6.70% 118.00 
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that came to her as the fesult of her 
ictory Over Germany. The actual in- 
crease in territory is 580,000 square 
miles, which is over twice the area of 
France itself. Her population, includ- 
ing that of her colonies and dependen- 
ies, has been increased by over 
12,000,000, her coal reserves by over 
8,000,000,000 metric tons, her iron ore 
serves by nearly 2,000,000,000 metric 
tons and her potash reserves by 300, 
00,000 metric tons. 

Another element in the future of 
rance that must not be lost sight of is 
1e fact that the war taught her many 
essons in the use of machinery, both 
n agriculture and in industry, and that 
she will be able to produce from her 
wealth a far greater percentage of in- 
come in the future than in the past. 


Public Debt of France 


In examining the debt figures of 
France, the dark side of the picture is 
lisclosed. This is particularly true 
when the debt is considered in con 
rection with the French national ex 
penses and the present revenue. The 


French debt has increased about ten 
times since the war started and it has 
doubled in the past three years Prior 
to the war it was approximately 
gold francs 33,000,000.000 Present 
estimates vary considerably, but it is 
at least 300,000,000,000 francs This 


figure, however, cannot be considered 
in the same light as the debt before 
the war, but whereas that debt was all 
in gold francs, the present debt has 
been created to a large extent with the 
franc very much depreciated in value 
The wealth of France has been esti- 
mated at about 500,000,000,000 francs. 
Her income in 1920, according to the 
Secretariat of the League of Nations, 
was 128,000,000,000 francs, and of this 
amount there was saved in cash and re- 
invested over 33,000,000,000 francs. In 
other words, over one-quarter of the gross 
income was reinvested. 

At the present time the French Gov- 
ernment is beginning to balance its 
budget and there has also been a ma- 
terial improvement in French foreign 
trade. There has been a material de- 
crease in imports and a gradual in- 
crease in exports. Of the French debt, 
about 34,000,000,000 francs is foreign 
debt. 

The improvement in the French situ- 
ation has been reflected during the past 
few months in the advance in the for- 
eign exchange market for the French 
franc, and this has in turn increased 
the value of the French bonds in the 
United States. The recovery of the 
French franc to normal depends upon 
the ability of the French Gocernment 
to keep its budgets balanced, to reduce 
its outstanding currency and _ conse- 
quently its floating debt, and upon the 
ability of the people of France to pro- 
duce more than they can consume 
France is slowly but surely reaching 
toward this end. 


French Bonds 


It will be noted from the tables ac- 
companying this article that the Frenci 
Dollar Bonds are still on a high yield 
basis. Many of the 8% issues of other 
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Countries that were brought out at the 
end of 1920 and the first part of 1921 
have advanced from 10% to 15% in 
price. The French 8s are selling at 
the present time only two points above 
par or on a 7.78% yield basis. Where- 
as many other countries are at present 
able to obtain credit in the United 
States at from 7% to 754%, French 
credit remains around 8%. 

New French internal loans, however, 
are being brought out in France at a 
little over 6% and are readily absorbed 
in France at that rate. The reason for 
the failure of French bonds to advance 
in the United States is ascribed to the 
fact that the recovery in France has 
been much slower than in other coun 
tries Owing to the fact that the French 
recovery has been delayed by the fail 
ure of Germany to make reparations 
payments according to schedule. With 
a definite program established at the 
coming Economic Conference, France 
will be able to make her plans on a 
more scientific basis and her recovery 
should be accelerated to a considerable 
degree. 

[The most popular French internal 
loan in the United States is the French 
Premium Loan of 1920. This loan pays 


ignorance of American laws on this 
subject. There are few New York 
banking institutions that have not had 
these bonds sent in to them by out of 
town customers with instructions to 
sell them or to collect interest on them. 
In many cases this has put these insti 
tutions in an embarrassing position. 
Not only are they not permitted to 
deal in them in any manner but, 
strictly speaking, they are not per- 
mitted to send them back to their cus- 
tomers, for the reason that it is illegal 
to send such securities through the 
mails. Most institutions have requested 
the owners of such bonds either to call 
for them or to authorize some friend 
to call for them and in this way they 
are relieved of the responsibility of hav 
ing them in their possession 
It is quite likely that a number of in 

teresting French frane bonds will b: 
offered in the United States in the 
near future. For example, there is a 
bill under way for the reorganization 
of the Banque Industrielle de Chine, 
which is now in receivership. A loan 
of 400,000,000 francs is proposed, which 
will be offered in the United States 
and France, the proceeds of which will 
be used to pay claims against the bank 





} The following table 
Feb, 20 
London $4.3919 
| Paris . 0915 
| Antwerp . . ,€870 
| Copenhagen -.+ 2078 
Stockholm . 2651 
| Madrid .. 1589 
| Amsterdam 8800 
Buenos Aires . 8337 
Shanghai .. 7115 
Berne . .1949 
Milan .0504 
Berlin .00442 
Vienna 000241 





RECOVERY IN FRANCS 
compiled by the Federal Reserve Bank of Philadelphia, shows th 
recovery in foreiga exchange rates, particularly of French exchange, in recent weeks. 


Percentage 


Jan. 20 Net changes of change 

$4.2092 +$.1827 + 4, 
0810 + .0105 + 18,0 
0776 + 0094 +12,1 | 
.2001 + ,0077 -3e" | 
2493 + 0158 + 6.3" 
1490 + ,0099 + 6.6 
3643 + .0157 + 4.3" 
-7632 + .0705 + 9.2" 
7370 — .0255 — 3.5" 
.1943 + ,0006 3“ 
.0435 + 0069 15.9 
.004948 — 000524 —19.6 | 
000313 — ,00C072 —23.0 | 








interest at 5% and is redeemable by 
semi-annual drawings of 25,000,000 
francs each, at 150% of the par value 
This loan is now selling in the United 
States at approximately $77 per franc 
1,000. There is a possible appreciation 
in principal on this bond of $212.50 
This appreciation, however, would only 
occur should the French franc return 
to normal by the time that the bonds 
are drawn. However, drawn bonds 
may be held for thirty years. It will 
be noted that a few of the French in 
ternal issues listed on the accompany 
ing table provide very small incomes 
to the high price at which 
their own 


This is due 
these bonds are selling in 
country. The three issues in this class 
were all brought out before the World 
War started. They are closely held in 
France and for various internal reasons 
sell higher than brought out 
after the war started 


issues 


Lottery Bonds 


There are quite a number of French 
lottery issues, both of the government 
and municipalities. Lottery bonds are 
legal in France, but they are not legal 
in the United States. Notwithstanding 
this, however, a considerable number of 
American buyers hold such bonds and 
many of them have purchased them in 


It is also likely that there will be a 
number of French Colonial loans offered 
in the United States, as these colonies 
require considerable financing to put 
them on a basis where they can best 
assist France in her reconstruction 


Future of French Bonds 


Indications today are brighter than 
they have been in a long time for a de- 
cided improvement in the French finan- 
cial situation. The air has been cleared 
to some degree of the uncertainties that 
have existed, the Genoa Conference will 


doubtless bring about important re- 
forms and as soon as some definite 
measures are taken whereby French 


currency inflation may be halted and 
reduced and_ reparations payments 
placed upon a where they are 
sure to be paid, an international loan 
might be floated which would be guar- 
anteed, principal and interest, by several 
governments and the proceeds paid in 
gold to those nations that were most 
vitally affected by the War and whose 
banking systems require the gold for 
There is nothing in 
the French situation that cannot be 
worked out, particularly in a nation 
where the people have the will, indus- 
try and ability for which the French 
are noted. 


basis 


currency purposes. 
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Money, Banking and Business 


Price Movement And Its Relation to Business 


Differences in Price Movements Between Different Countries 


REVIEW of the astonishing price 
A movement both in commodities and 

securities which have taken place 
both during and since the close of the 
European war, makes a powerful impres- 
sion upon the mind of any student of 
business and financial conditions. This 
impression is, however, greatly deepened 
when it is realized that the movement of 














prices has been quite different in different 
countries and that one of the results 
produced by the war is not merely the 
world wide dislocation of banking and 
currency but the corresponding or paral- 
lel dislocation of prices. Never before, 
in the whole course of modern economic 
and financial history, have so many coun- 
tries been obliged to abandon the specie 
basis of currency and banking, and never 
before have demands been se sharply 
brought to bear upon the banks of the 
various countries in the effort to have them 
supply by means of their own credit the 
necessities which would ordinarily have 
been made through the placing of loans 
with individual investors. 


Series of Local Prices 

The truth is that instead of having a 
system of world prices differing as be- 
tween different countries largely as a re- 
sult of differences in position (nearer to 
or farther from the region of the produc- 
ing point) or of differences in taxation 
and tariff rates, we have had within re- 
cent years a series of different prices, each 
country developing a price system of its 
own, whose relation to that of others was 
either not traceable at all or very remote 
in its bearing. Naturally, the widest dif- 
ferences or variations have been seen as 
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: Case of Germany 


Article Il 


between those few countries which man- 
aged to remain upon a specie basis and 
those in which resort was had to unlimited 
legal tender issues put forth by the gov- 
ernment. Of such countries we may take 
as a type of the specie-paying, the United 
States, and as a type of the extreme legal 
tender paper countries, Russia.  Inter- 
mediate between these two groups of coun- 

tries, however, have 


been many grada- 
tions of non-specie 
monetary standards. 
In Great Britain 


there has at all 
times been present a 
substantial quantity 
of gold, and while 
the free gold mar- 
ket which was char- 
acteristic of Great 
Britain before the 
war, was early in 
the struggle abol- 
ished, all movement 
of specie being sub- 
ject to control, the 
fact that Great Brit- 
ain was unquestion- 
ably in _ position, 
given a_ favorable 
scale of foreign 
commerce, to restore 
specie payments, has tended to keep the 
value of her currency at most times 
within a fair distance of normal or pre- 


war par. 
Contra-distinguished from Great Britain 
in this regard, have been those countries 
on the continent of Europe in which the 
supply of gold had been reduced almost 
which, 


to the vanishing point, and in 
therefore, the future 
value of currency 
was highly prob- 
lematic and depend- 
ent upon the ability 
of the government 
to fund its floating 
debt into long term 
bonds or to restore 
redemption, or both. 


An example of 
this kind is fur- 
nished by Germany, 
a country which has 
been active indus- 
trially and which 
has shown amazing 
ability to restore 
her export capacity, 
but which neverthe- 
less, as a_ result 





of heavy war and post-war claims has 
gone from bad to worse in the matter 
of bank solvency. Not so far down in the 
scale, but characterized by some of the 
same conditions, have been France and 
Italy, whose currencies have been greatly 
inflated and have consequently dropped 
materially in value. The price system in 
all of these different countries has been 
affected by special local conditions and has 
suffered in differing degrees. Internation- 
al trade has been correspondingly inter- 
fered with, and the decline of such trade 
must be attributed not merely to the in- 
ability to get capital in sufficient quantity, 
to which reference is so often made, but 
to the uncertainties of commerce between 
countries whose standards of values were 
subject to the extreme fluctuations that 
have been suffered ever since the close 
of the war or a date shortly thereafter. 
All this makes a situation which is of first 
importance for the student of prices and 
of business as well as for the dealer in 
securities. It is not only a matter of 
academic or theoretical interest but of 
fundamental practical significance. 


Facts in the Situation 


It is worth while first to look with 
some care at the general facts in the situa- 
tion as they have been carefully assembled 
for the purpose of forming as clear an 
idea as possible of the lines along which 
prices have moved in the various coun- 
tries. The accompanying list of index 
numbers, compiled by the Federal Reserve 
Board monthly through cable quotations, 
will show the comparative wholesale price 
levels in the principal countries of the 
world: 
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Causes of Divergence 


One view of the causes of this great 
livergence between prices in different 
ountries has been furnished by Prof. 
rustav Cassell in a report recently pre- 
ared for the Skandinaviska Kreditak- 
iebolaget. Prof, Cassell says that “So 
ng as all the countries in the world had 
gold currency there was a certain defi- 


any general condition or set of conditions 
which at the present time control or in- 
fluence movements of prices simultaneous- 
ly, or has the world at large reached a 
position in which goods values are entirely 
uncoordinated? A survey of prices dur- 
ing the past few years does, however, seem 
to show that a peak in the upward move- 
ment of values was reached by several 

countries at some- 











what the same time; 




















between the internal 


nite connection 
values of the different currencies, i. ¢., 


between their purchasing power in the 
several countries. No great changes in 
the level of prices in one country were then 
possible, insofar as the level of prices in 
the other countries remain constant. A 
ise in the level of prices in one country 
would then have signified a lowering of 
the valuation of gold in that country 
low the normal equilibrium, and gold 
was then bound to flow out of the country. 
Nor was it possible for the level of prices 
to be lowered to any considerable extent, 
as excessively low prices would have led 
to an influx of gold into the country and 
the added purchasing power thus acquired 
would have forced up the level of prices 
\ general rise in prices all over the world 
was naturally possible and actually oc- 
curred in times of boom, but was then 
equivalent to a temporary reduction in 
the value of gold uniform for all coun- 
tries. Such changes in the value of gold 
were however possible only within com- 
paratively narrow limits, so long as no 
change occurred in the world’s supply of 
gold.” 

This view of the price situation depends 
very closely upon what is ordinarily called 
the quantitative theory of money; but 
within limits is of course strictly enough 
true. It illustrates, at all events, the un- 
derlying factor which kept prices at a 
relatively uniform level all over the 
world. Conditions changed, as already 
noted, so soon as the various countries 
abandoned the specie basis owing to the 
war situation and permitted their own 
internal price levels to shift to a non-specie 
paying footing. The effect of this change 
in the world situation was to bring it 
about that modifications of prices in one 
country did not directly affect movements 
of goods. In consequence an interesting 
question vitally important for the study 
of foreign trade movements has presented 
itself in the form of a problem: Is there 
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and, as a_ result, 
various authorities 
have adhered to the 
view that there are 
still common factors 
of price control. 


Changes in Goods 
Side of Price 
Equation 

These common 
factors, however, 
such as they are, 
proceed almost en 
tirely from the 
goods side of the 
price equation. On 
the other hand, larg« 
sales of Govern 
ment property ac 
cumulated for war 
purposes and_ then 
disposed of effect to control the exten- 
sion of credit by the use of changes in 
the discount rate, and shifting of demand 
due to changes in the direction of employ- 
ment have been generally effective in pro 
ducing a rough correspondence of values 
These have, however, been offset in no 
small degree by changes in the credit pol 
icy of the different countries, by the issu 
of legal tender notes, or of irredeemable 
bank notes in varying volumes, and in 
various other ways. All told the study 
of the price equation—the relation of 
money to goods,—while stil, able to recog 
nize several common 


man industry who bought bonds stated in 
terms of marks a year or two ago, now 
have a security whose value is very prob- 
lematical, and which has _ depreciated 
greatly since they were purchased. In- 
vestors who purchased stocks in Germany 
are ina different situation, because they 
are the owners of a proportionate share 
of actual fixed property. The effect of 
this state of things has been to tend to 
shift the basis of international borrowing 
and to bring it about that international 
loans are stated much mere generally in 
terms of some one of the more stable 
currencies such as dollars or pounds ster- 
ling. Even this, however, throws upon 
the borrower an extreme degree of re- 


sponsibility, because it makes’ him 
liable for changes in international 
currency values This is a_ direct 
vutgrowth of the instability of money, 
and of the disturbance of prices. 


The effect of it has been to destroy uni- 
formity in the yields of capital (rates of 
interest or dividends) jin the various parts 
f the which formerly competed 
with one another 


world 


Competitive Basis of Prices 
The future development of prices upon 
competitive basis in international 
trade is thus seen to be fundamentally 
necessary to the restoration of business 
to a normal position. What will be the 
trend of these prices in relation to one an- 
other? As already often observed in other 
connections, it is quite out of the question 
t of prices them- 


some 


to forecast the directior 
selves, and those who undertake to do 

» merely claim an ability which no human 
power can exercise. The analysis of un- 
derlying economic conditions for the pur- 
pose of showing their probable effect on 
prices is of course not only feasible but 
necessary, although the absolute forecast- 
ing of price trends is as much out of the 


question today as it ever was. There is 














price factors in the 
different countries of 
the world has fallen 
back upon admission 
that there exists a 
different combina- 
tion of factors in 
different countries. 
This is a situation 
of fundamental im- 
portance both to the 
business man and to 
security holders be- 
cause it has ren- 
dered impossible ac- 
curate forecast of 
relative competitive 
power, based upon 
recognized cost of 
production which 
determine the con- 
ditions under which 
given articles could 
be sold in neutral markets. In addition to 
this it has also tended to change the basis 
of international investment. Those coun- 
tries with a rapidly rising price level have 
naturally offered the investor a much great- 
er prospect of profit through the pur- 
chase of stocks, while those with a de- 
clining or stable price level have preserted 
the better opportunity in connection with 
the purchase of bonds. Investors in Ger- 











POLAND 











a somewhat different situation, however, 
in regards to the question of prospects for 
the equalizing of price levels between 
different countries. As to that, it is en- 
tirely possible to state the conditions that 
will govern the future trend of develop- 
ment, 

As already stated, the fundamental 
for the divergence of prices from 

(Continued en fa 650.) 
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The Modern Way of Financing Commodities 


Bankers’ Acceptances Cheapest for the Borrower and 


Safest for the Banks—An Ideal Investment for Idle Funds 


By CHARLES E. HENWOOD 


Manager of the Acceptance Department, Elkins, Morris & Company, Philadelphia 


OMMERCIAL banks hold vast 
C deposits payable on demand. Be- 

cause these deposits are payable on 
demand it is a fundamental principle 
of commercial banking that the bank’s 
loans shall be self-liquidating. 

To be self-liquidating implies that 
the money when borrowed by individ- 
ual, firm or corporation, shall be used 
in the financing of the production, man- 
ufacture or distribution of commodi- 
ties. Thus, commodities from produc- 
tion to consumption by the ultimate 
consumer are the only proper invest- 
ment for commercial bank funds. It 
will readily be seen that the banks, by 
the discount of .credit instruments, in 
effect carry, with deposits of the pub- 
lic, the burden of production, manu- 
facture and distribution. 

While consumable commodities are 
moving toward final consumption they 
are, under our banking practice, a 
proper medium for bank loans. And in 
accord with this principle the bank 
loan is inherently safe because the 
credit instrument the bank holds, 1s 
but a convenient symbol representing 
a like amount of a commodity neces- 
sary to society. For example, a bark 
may have in its portfolio discounted 
bills to the amount of $1,000,000. The 
banking principle would imply that in 
effect the bank held paper representing 
necessary commodities that with the 
seasonal demand would be consumed, 
the loan paid and the credit canceled. 
The $1,000,000 paper would be a con- 
venient symbol representing cotton, 
wool, iron, lumber, sugar, oil or manu- 
factured products, as certain of a 
market. 

It will be seen that as long as there 
is a tangible commodity behind each 
bank credit, that there will be no infla- 
tion or over extension. The credit 
merely represents goods on the way to 
a market, and is inherently safe because 
there is always, now or later, a market 
at a price for necessary goods. 


Such in general has long been the es- 
tablished principle of commercial bank- 
ing. And a banker scanning a_ semi- 
annual statement of a large borrower 
has felt reasonably secure if that state- 
ment showed a ratio of $2 of quick assets 
to $1 of quick liabilities, because it in- 
dicated a liquid position and certified 
on its face that borrowed money has 
not been placed in fixed assets, but is 
used for carrying merchandise or ac- 
counts receivable. 


Acceptances Make Banking Conservative 


Put with the advent of the accept- 
ance privilege in our banking practice, 
a great step forward has been made 
in that which makes banking safe and 
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conservative. For the Bankers’ Accept- 
ance is a credit instrument that has defi- 
nitely behind it tangible goods, and as- 
sures the banker that the money is 
being used only in accord with bank- 
ing principle. He is given actual title 
to the goods his money has purchased. 

The great advantage of such a credit 
instrument is readily apparent. Paper 
backed by goods, being inherently safe, 
is entitled to the lowest discount rate, 
and when accepted by a prime bank is 
readily absorbed by the Discount Mar- 
ket, which being financed by the Call 
Loan Market, is the cheapest market 
in which to borrow. The commercial 
borrower who is able to finance his 
needs through acceptance credits, has 


the great advantage over a competitor 
of borrowing in a market that competes 
to lend him money at the lowest rate 
Because credit risk is virtually elim- 
inated, and all money tends to flow to 
the best market, he will find that he can 
borrow practically in the world’s lowest 
money market. If London has a lower 
rate than New York, London funds 
flow to New York. If New York has 
a lower rate than Philadelphia, New 
York will readily absorb Philadelphia 
bills, to the marked advantage of the 
borrower 


A Valuable Index 


The creation of the Bankers’ Ac- 
ceptance form of credit is of the utmost 
significance to American banking, in 
that it places the goods definitely and 
tangibly behind the credit instrument 
It is of the utmost significance to the 
business man, because he may obtain 
credit at the world’s lowest supply and 
demand rate. 

And the development of a healthy 
and active Discount Market in each 
Federal Reserve District should be the 
active concern of every thoughttul 
banker and business man. 


Inasmuch as our country has never 
had a true discount market and as the 
Bankers’ Acceptance rate reflects mere 
ly the supply and demand rate for 
money, it is of interest to note how, 
even in the infancy of that market, the 
acceptance rate is a perfect reflex of 
the prime investment bond market. 
Bonds rise in price as money gets easy. 
The trend of the acceptance rate is a 
valuable index of the trend of bond 
prices, as the chart herewith will show. 





How Much 


Taxation ? 


Speaking Before the Recent Annual Meeting of the London Joint 
City and Midland Bank, Ltd., Hon. Reginald McKenna 
Said in Part: 


UT the question is not merely one of 

the discouragement of effort. We 

know that if business is to expand and 
prosper continuous additions must be made 
to the capital employed. A growing busi- 
ness—and at every period it is upon the 
growing business that the progress of 
the future depends—is one in which a 
large. part of the profits each year are 
saved and put back into the concern. By 
this method the energetic and capable 
young man slowly acquires the additional 
capital he needs for development and 
brings himself to the front. If now the 
whole or a large part of his savings is 
absorbed each year in taxes, he is de- 
prived of the means of enlarging his 
business. New plants cannot be acquired; 


additional stock cannot be bought; growt! 
becomes impossible. The capital whic' 
the keen, active, enterprising man could 
use to the utmost advantage in developing 
trade is taken from him and spent un- 
productively on one of the manifold ac- 
tivities of the State. In such conditions 
business must become stagnant and in 
this country, where the industrial organi- 
zation is contrived for expansion and a 
continually growing production, stagna- 
tion means failure. 

Let us look at excessive taxation in an- 
other aspect. Everyone is agreed that 
taxation of the poor on such a scale as 
to deprive them of the means of obtain- 
ing the necessaries of life is morally 


(Continued on page 655.) 
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About Banks and Banking 


More About New Business Undertakings 


HIS department of THE MaGazine 
seems to have touched a responsive 
key. A number of letters have come 
from readers, asking further information 
on matters discussed in previous issues. 
Registering Securities 

Many investors seem interested in the 
department’s suggestion that securities held 
for investment are best registered in the 
holder’s name. Thus, 

Bank Editor, THe MAGAZINE OF WALL 

STREET : 

Sir: I have some Liberty Bonds, some 
Frisco Adjustment 6s and some Frisco 
Income 6s. Would you advise having 
these registered, and if so how shall I go 
about having same done?—C, B. P. 

[t was suggested to this inquirer that 
he might best have his holdings registered 
in his name, assuming that he expected 
to keep them as investments for an in- 
definite time. 

The advantages of having securities so 
registered are simply these: Interest pay- 
ments come direct to the holder, and do 
not have to be collected from some former 
holder, in whose name the security has 
been registered. Title to the security is 
proven, in case of its loss or theft. 

Investors can have securities registered 
into their own names either through their 
brokers or their banker, or by personal 
application at the company’s transfer of- 
fices. Since brokerage houses have ma- 
chinery for the purpose, they are able to 
expedite the process and might be the 
best agency through which to have it 
done. ; 

Another reader says: “In THE MaGa- 
ZINE OF WALL Street, issue of Febru- 
ary 4th, I note on page 455 you say bonds 
should be registered even if carried in a 
regular safe deposit box. Would you 
think it would be necessary to have bonds 
registered if a record were kept of the 
bond number, maturity, etc, and that 
record kept, say, at home?—F. L. D.” 

There is only the faintest likelihood, of 
course, that securities kept in a safe de- 
posit box might be lost. However, there 
is no reason why a man should not pro- 
tect himself against that contingency by 
registering his securities, especially in 
view of the other advantages of registra- 
tion noted above. It is the simplest and 
surest way of establishing ownership 


New Business Undertakings 


The Department has received a number 
of letters in response to the suggestion 
that it would be glad to help, where it 
could, in matters involving the formation 
and financing of new business enterprises 
There is, evidently, a very general in- 
terest in the subject. 

Some of these letters point to more or 
less confusion as to the responsibilities and 
difficulties involved in such projects. As 
in the case of the following, the import- 
ance of a definite, well-thought-out plan 
of action does not appear to be fully real- 
ized : 
for MARCH 4, 1922 


Bank Editor, THE MacazIne or WALL 

STBEET : 

Sir:—I desire to get into business but 
lack the necessary funds to do so. The 
kind of business I prefer is owning and 
operating a motion picture theater. As 
I have not sufficient funds, I would like 
to know if it would be possible for me 
to get any backing in Wall Street, from 
any banking houses, that is, or reputable 
brokers. 

My plan would be to borrow the 
amount the theater cost, plus the cost of 
operating it for one week, and be allow- 
ed a number of years to repay, in fixed 
sums yearly. In return, I could give a 
mortgage on the building as security until 
the amount of the loan could be paid off 

While I don’t know if anyone would 
accept such a plan, I would like your ad- 
vice concerning it—R. D. 

Part of the reply sent to the above letter 
is reprinted here for the consideration and 
criticism of those interested : 





ACTIVE BANK STOCKS 
Jan25 Feb. 273 
| American Exchange Na- 
| tiomal .........2-.+0++++- 250-256 245—255 
| Chase National ......... 285—290 284—287 
Chatham & Phenix......216—220 227—232 
Chatham & Phenix 
a 
Chemical National 
First National 
Hanover .........++ ' 
Irving National ....... 
Mechanics & Meta!s 


520—530 500—S1S 
925—935 925—340 
820—830 825—840 
193—197 191—i% 
340—345 344—349 


| National City 320-325 314-318 
| National Park ... 400—406 400—405 
Seaboard . 2°0—290 290—310 











Your ability to obtain financial backing 
for such an enterprise as you suggest 
would be restricted in a number of ways 

In the first place, you do not seem to 
have had experience in the field, and 
almost no one, much less banking insti- 
tutions, would feel justified in supporting 
your project therefore. Your first effort, 
if you are in earnest in this matter, should 
be to obtain that experience, It will take 
time and will not be very remunerative; 


‘but you are not qualified to go ahead 


without it. 

Secondly, you will have to study the 
matter of “locations.” This is one of 
the deciding points in the affairs of any 
business depending for its success upon 
public patronage. Houses that were 
capably managed in all other respects have 
been known to fail simply because of the 
section in which they were erected. Other 
houses that were badly managed—if lack 
of sanitation, proper lighting, etc., con- 
stitute bad management—have been con- 
sistently successful because they were well 
located. You would have to study this 
subject deeply, select your location, and 
prove its desirability before you could 
hope to obtain financial aid. 

Thirdly, you would find it very difficult 
to secure “banking” aid for a proposition 


of so speculative a type. This department 
has yet to see the city, town, village, or 
section thereof, that did not appear to 
have more motion picture houses than it 
could support. Without actual experience 
in the field, it seems safe to say that 
it involves competition of the severest 
sort. And that fact alone is enough to 
render the future of new entrants into 
the field decidedly doubtful. 

Judging your project as a whole, this 
department believes it would be futile for 
you to attempt to secure financial backing 
of the sort you suggest. Your best plan 
would be to get into the business and 
study it for a while. Then you would 
be better equipped to work out ways and 
means of going in for yourself. 


Going Into the Bond Business 


An interesting list of questions about 
the bond business has been received from 
another reader. 
swers follow: 


The questions and an- 


(1) What are the average annual earn- 
ings of the successful bond salesman ? 

About $5,000 a year. 

(2) What are district sales manager- 
ships ? 
Executive positions, with from 5 to 
10 salesmen on the staff, and covering 
an allotted territory. Such positions 
should pay about $10,000 a year 

(3) What effect should cheaper money 
have on the bond business? 

It should help it 

(4) How long 
ergetic 
clientele ? 


should it take an en- 
salesman to obtain a “good” 


About 2 years 

(5)How much capital should a bond- 
broker expect to invest in starting such 
a business? 

It depends upon which branch he in- 
tends to enter. If he intends to do a 
purely commission business, $5,000 ought 
to be ample. If he intends to go into 
underwriting, not less than $100,000 

(6) How do bonds compare with in- 
surance as a hard-times sales proposition? 

Securities are considered the “hardest 
things in the world” to sell. They are 
generally more difficult to sell than Life 
Insurance, because the latter can be 
bought on easy payments, stretched over 
a long term of years, whereas securities, 
generally, must be bought outright. How- 
ever, most people already have insurance 
by the time the bond salesman reaches 
them, 

(7) What New York bond house, be- 
side the National City Co., would you 
recommend for representation in Southern 
California? 

Blyth, Witter & Co. 

(8) How do you regard the Los An- 
geles section as a bond market? 

A good section. The people are pro- 
gressive and comparatively prosperous. 
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Trade Tendencies 





Business Commences to Improve 


Preparations for Spring Trade Result in 
Greater’ Activity in Trade and Industry 





STEEL 











Gain. in Output 


HE downward movement in the iron 
and steel trades definitely appears 
to be over and from now on ac- 
tivity in these industries should gradually 
broaden. The principal support of the 
market is the increasing volume of small 
but frequent orders placed by consumers 
who feel encouraged to enter the market 
on account of the slowly. stabilizing price 


_fHlC-OF WALL STREET) STEEL STOCKS’ AVERAGES. 
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situation. While the declining movement 
in prices has not yet ended and there are 
still a few weak spots, it appears that 
there is not much danger of continued 
drastic deflation. There have even been 
several though feeble attempts at raising 
prices. Quite likely any material de- 
mand for special products would result 
in a higher price level. 

Sales of virtually the entire list of 
steel products are on the increase and 
producers in the important districts have 
increased their operations slightly. The 
expansion in activity is as yet very light 
but indicates a definite trend, 

Export business is not well developed at 
this time, most of the current business 
being transacted with Japan which is a 
fairly active buyer, though its purchases 
come rather spasmodically, Consumers of 
railroad materials are entering the market 
in greater numbers and this is one of the 
principal reasons for the increase in steel 
production noted in the past two weeks. 

The market for pig iron is broadening 
and it is quite likely that prices will be 
advanced 50 cents a ton within the near 
future. The coke market as a_ conse- 
quence has taken on more life. Prices 
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COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 


—1921—_.__ —1922—, 
High Low Last* 





Steel (1) ......... $43.50 $29.00 $28.00 
Pig Iron (2)...... 30.00 18.00 17.75 
Copper (3) ....... 0.13% 0,11 0,13 
Petroleum (4)..... 6,10 2,25 3.25 
Coal (5) ......+:. 3.00 1,80 1,90 
Cotton (6) ....... 0.21%, 0.11 0.17% 
WHONO CED ccccces 2.04 1,08 1,40 
Ge. GD cccccccce 0.70% 0.44 0.59 
Hogs (9) .......-+- 0.11% 0.06% 0.10 
Steers (10) ...... 0.114% 0.08%, 0.09% | 
Coffee (11) ....... 0.0944 0.05% 0.09% | 
Rubber (12) ...... 0.23 0.14 0.15 | 
Wook (18) ....... 0,48 0.43 0.46 | 
Tobacco (14) ..... 0.25 0.15 0.20 | 
Sugar (15) ....... 0,06%4 0.03% 0.03% 
Sugar (16) ....... 0.08, 0.054%, 0.05% 
Paper (17) ....... 0.064% 0.03% 0,03% 
*February 24. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No, 11, $ per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
ec. per 1b.; (11) Rio, No. 7, Spot, oc. per 
lb.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c, per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
lb.; (15) Raw Cubas 96° Full Duty, c. per 
lb.; (16) Refined, c. per Ib.; (17) News- 
print per carload roll, c. per Ib. 








THE TREND 


STEEL—Increased activity in operations. 

i buy more heavily. Prices 

firmer. Pig Irom market stronger. 
General outlook for favorable. 


METALS—Slump continues and prices 
Lower. Copper sales for export on 
the decline. Domestic demand dull. 
Lead the strongest feature. Tin is 
very weak. 


OIL—Gasolene is the bright spot in the 
oil market and both export and 
domestic demand is on the increase. 
Other varieties of refined petroleum 
vary from dull to weak. It is doubt- 
ful, however, that prices will get 





below these levels. 


SHIPPING—Improving outlook. Many | 
instances of firming conditions. | 
World trade commencing to ga‘n. 


CHE MICALS—Generally quiet. 
is a fair demand for dyestuffs. Drugs 
are somewhat more active. Heavy 
chemicals dull. 


TIRES—Production rapidly gaining. Fx- 
tremely economical operations. Me- 
chanical rubber goods more active. 
Outlook generally fair. 


MOTORS—More active conditions. De- 
mand increases. Few price cuts ex- 
pected. Two companies increase 
prices. I diate future pr g- 


SUMMARY:—Conditions in trade and 
industry while still quiet show tend- 
encies toward early recuperation. Sqctag- 
time demand about to start in should 
easteetely increase the volume of busi- 
ness. 

a favorable effect. The advance in for- 
eign ex e should enlarge our export 
business. e are slowly toward 
@ period of greater business prosperity. 

















have not advanced yet but undouhedly 
will do so in the near future. 

Preparations for greater activity in the 
building lines are beginning to exert a 
favorable effect on steel products used in 
this connection. 

Altogether the steel market seems to 
be in a position to give satisfaction to the 
steel interests. A real turn in conditions 
is at hand 





RAILROADS 











Traffic Increasing 


December 1921 earnings for the carriers 
make a very interesting comparison with 
earnings in 1920 for the same month. 
Inasmuch as both months were on the 
same rate level and occurred during a 
period of depression, the comparison is 
perhaps more than usually significant. 

December net in 1921 amounted to about 
$42,000,000. This was 30% in excess of 
the net revenues for December 1920. When 
it is considered that the gross revenues 
of the roads was 23% less than in the 
preceding January the increased net earn- 
ings make a striking showing, despite the 
fact that they do not come up to the 








Fac OF WALL STREET'S R°R. STOCK. 5" AVERAGES 


PACIFIC ATCHISON 
UNION « ST. PAUL 
WORTHERN PAC. CHES. 6 OHIO 
CANADIAN = WABASH 
READING SOUTRERA 





To FEB 24 


expectations originally aroused by the 
Transportation Act. The fact that net 
earnings were able to increase at a time 
when the gross fell off considerably is of 
course due to the large decrease in opera- 
ting expenditures. It perhaps is not gen- 
erally realized that the more efficient 
roads have cut off 30% of their operating 
expenses since December 1920. This ac- 
counts for the improvement in the earn- 
ings position of the roads. 

The situation with regard to traffic is 
now improving rather noticeably, Weekly 
figures reported by the official agency in- 
dicate a steady upward trend in traffic 

(Continued on page 656.) 
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The Bond Market 





Favorable Outlook for Packing House Bonds 


Companies Seem to Have Turned the Corner of Depression—Under- 
lying Bonds in Strong Position—Short Term Investment Opportunities 

















dly 
By JAMES E. HALSTED 
the 
a HE packing house companies report = 
in ii that the year just ended was the 
most disastrous one that the indus- 
to try ever experienced. For example, the 
he price of hogs dropped from 23c. per Ib. 
ns in 1919 to 634c. in 1921, and lard from 
35c. to 9%c. The drop in many cases 
= brought prices below their pre-war level. 
Prices did not fluctuate as much in the 
last six months as in the first half, but it 
was impossible to overcome what was lost 
during this period. 
The companies handle such large quan- 
; tities of meat and operate on such a small 
rs margin of profit that they were not able The Armour plant in Chicago, one of the largest in the world 
. to escape losses that ran into the millions 
nm ——-. a The prices of live stock and packing of cach company, the interest on the bonds 
a bee ‘isfar 2 Jang - er ond house products appear to be liquidated outstanding at the date of the last bal- 
is prouuss -_ actory prohts, operated at : and in fact have advanced from their re- ance sheet, and also interest at 6% on the 
loss in te In ag Fars report “ cent low levels. It is likely that the in- amount of notes payable, shown in the 
it a — = nner Peres ed ventories of the packing companies may balance sheet, has been computed. The 
f aes Se hid ge Thee - 4 be worth more now than at the time they figure arrived at is not the exact amount 
n hy? oop hej ue. af, too, ees reported them. of the fixed charges, for the notes payable 
5 po ag oe dh per gene bye omer a In any case, it seems that the companies may be very greatly reduced during the 
e i Ge ‘Gites sa diemneditien in have been through the worst and that the year, and then the amount of the sinking 
- they were compelled to sell at > tone when present year should give them a nearly fund, provided there is one, has not been 
. the market for these commodities was normal profit. On the other hand, it included. 
e very ecaile ; would be a fallacy to look back at the In this connection it may be mentioned 





The unsettled conditions in Europe, with 
widely fluctuating commodity prices and 
exchange rates, also caused many losses. 

The packing houses also suffered from 
the high wages they paid, which were 
higher than those existing in the small 
communities in which they had to com- 
pete with the local abattoirs. Wages 
were reduced about 25% in 1921. but this 
reduction was made too late to affect the 
last year profit and loss statements. It 
should have considerable effect. however, 
on the current year’s business 


Last Year’s Sales 


The sales reported for last year were 
considerably below those for 1920. For 
example, the loss in gross business 


years 1916 to 1919 as bein, the ones with 
a normal profit. In fact, this period, when 
Europe was buying with immense credits 
at its disposal, to say nothing of the enor- 
mous supplies going to the American Army, 
was one of excessive prosperity for these 
companies. 

The accompanying tables show several 
of the more important bond issues of 
large meat packing companies. Morris & 
Co. is the only one that has shown a loss 
for the last two years 

The companies report their net profits, 
after interest charges, and these figures 


are shown. To estimate the fixed charges 








COMPARISON OF BOND ISSUES AND 
GROSS SALES 
Bonds Ratio 


that the bills payable of Armour & Co. 
were outstanding on November 1, 1921, 
at the large amount of $129,198,913, as 
compared with $148,907,029 for the previ- 
ous year. As compared with the other 
companies this amount seems to be some- 
what excessive. For instance, Swift & 
Co. reduced their notes payable from 94 
million to 33 million, and Cudahy reduced 
theirs from 33 million to 17 million. 
Swift & Co., however, put out during the 
vear 25 million of 10-year notes 

It appears that in each year the interest 
charges, as above computed, of Swift & 
Co. have been earned with a wider mar- 
gin than any of the other companies. 
Swift & Co. also had a larger ratio of 
sales per dollar of bonds and notes out- 
standing than did either Armour or 


amounted to approximately 27% in the 
° . and notes Sales of sales ~, 
case of Swift, 33% for Armour, and 40% payable in to bonds Cudahy. 






































$e decreas millions millions & notes | 
for Cudahy. However, this decrease was ai ais rom = ny Armour & Co. Real Estate let 4%s 
caused by a lessened cost of the units sold, || Swift & Co...... 127 800 6.3 ; 
for the tonnage only decreased 6%-7% “for | Cudahy Packing.. 30 173 5.7 These honds, due 1939, are secured by 
these companies | — = (Continued on page 646.) 
PACKING HOUSE BONDS 
Net earnings after interest 
| Redeem (in thousands of dollars) Annual 
Maturity — by = 1918 1919 1920 ©1921 fixed charges 
Armour ' 4 1939 7 . 7 
; ies o. (notes) eas 1930 103 6.60 105) $15,247. $14,098 $5,919 $33,709" $14,584,000 
. Ist 4%s ....... . 1939 84 5.85 103) 
Menke 4 oe. ye — 7s naeiant -.. 1980 103 6.80 107 { 4,217 703 2,995 11,247° 2,208,000 
aay a 1931 102 6.60 102) 
—_ & = fnotes) ® a . - a 1944 92 5.65 102%, { 21,157 19,870 5,110 7,216* 8,027,000 
Cudahy Packing (notes) 7 eee 1923 101 $.25 102) 
Cudahy Packing ise ~~ 6 Te een reams Tp aes 61946 87 6.00 102% { 8.376 2,064 e24 3=-:1, 569" 1,805,000 
*Deficit. ' 7 Ase SLT ; ae: 
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~ Promising Opportunities in Railroad Bonds 


Speculative Bonds That Offer High Yields 


and Possibilities of Market Enhancement 


road bonds have had an advance 
from their recent low prices, but 
they have not all been so affected. A 
glance at the table will show that, with 
the exception of the bonds recently is- 
sued, many of them are selling far below 
their high water mark. In some cases 
the condition of the road has been funda- 
mentally changed, as with the Central of 
New England, part of the New Haven 
system. However, most of the roads are 
more affected by the industrial depression 
the country is passing through and the 
high operating costs. 
That these. roads have made great 
strides in reducing their operating ex- 
penses is shown by the fact that many of 


A NUMBER of the low-grade rail- 


ville, Tex., just across the river from 
Matamoras, Mexico, and thus is one of 
the ways of entering Mexico, which will 
be a valuable feature when the conditions 
in that country become thoroughly settled 
and the people prosperous. 

The earnings of the road have been very 
satisfactory, and cover the interest charges 
with a liberal margin. The December, 
1921, net earnings were also up to stand- 
ard and at a rate more than sufficient to 
take care of the interest requirements. 

The road has a well diversified traffic 
and carries a relatively large proportion 
of lumber and agriculture products, in- 
cluding cotton. 

The company was incorporated in Feb- 
ruary, 1916, as successor to the New Or- 








Minn. & St, Louis Ist Cons. 5% 
Mo., Kansas & Texas 10 Yr. 6% ... 
N. O. Tex. & Mex. Inc. 5% ...... 
St. L. & S. F. Inc. 6% ..........-- 








Central New England Ist 4% .................. 
Chicago & E. Illinois Gen, 5%................ 
SE MEE UE TE dacbddcaccnecscesvccceccas 


STS OS Rr 
Bd, H. B BD We Gombe GH ccccccccccccccccecss 
WE EE GED ccccecccccecccvcccenscesecess 
West. BEA. Bat OF nccccccccccccccccsccccccces 
Be ie OP Be Bee BED cc ccccccccccvccccescoeses 
SD G. GE ceccvccceccenceqececeesees 


Maturity Price % Yield 

cbitind ted eeeeen 196 7. 
penasua cues 71% 7.30 
ctueuiackennsions 70 8.00 
73 8.40 
92 7.10 
65 9.25 
60 10.10 
eiesnucatusees 75% 8.10 
banat aden were 73 7.80 
a 85 6.40 
ip eodeciaee samc 62 7.00 
petehireeiieesk iden 49% 10.00 
snhiqimmeadecteeein-eaee 45 8.80 




















them show for 1921 larger net earnings, 
in spite of the fact that their gross busi- 
ness was less than for 1920. But it must 
also be remembered that the roads had 
higher rates for all of 1921 and for only 
four months of 1920. 

It is well known that railroad labor 
costs are still high, and it is certain that 
they will be further reduced, and although 
the insistent demand for lower rates will 
more or less neutralize the effect of lower 
labor costs, this factor will surely benefit 
the roads. 

Although it can hardly be said that the 
corner has been definitely turned, and a 
number of roads are almost on the edge 
of*a receivership, it is possible, and even 
likely, that the roads which have been able 
to weather the storm thus far, will be 
able to go through intact. The situation 
of the railroads, although not as good as, 
is quite similar to that of the public util- 
ity companies, and the majority of the 
latter are showing a consistent improve- 
ment in net earnings. 

If the railroads can hold out during the 
lean period, they will be in a good posi- 
tion to benefit by the return of industrial 
activity and general prosperity, which will 
put them safely on their feet and give the 
present, speculative bonds a good invest- 
ment standing with a corresponding in- 
crease in their market value. The fol- 
lowing bonds seem to offer good oppor- 
tunities : 


New Orleans, Texas and Mexico Ry. 


This railroad, sometimes called the Gulf 
Coast Line, is not well known and was 
formerly part of the “Frisco” system. It 
extends from New Orleans to Browns- 


606 


leans, Texas & Mexico R.R. The reor- 
ganization was accompanied by a large re- 
duction in the amount of fixed charges. 

The first mortgage bond holders of the 
old company, which paid a $200. assess- 
ment per $1,000 bond, received in return 
$200 in first lien 6% bonds, $500 in 5% 
income bonds, and $500 in new stock. 
Those not paying the assessment received 
per $1,000 bond $400 5% income bonds and 
$250 in stock of the new company. 

An initial dividend on the capital stock 
of 14% was paid December 1, 1920, and 
has since been continued quarterly. 

The 5% income bonds, due 1935, selling 
at 65, with a yield of 944% to maturity, 
appear to be very attractive. 


St. Louis & South Western Ry. Cons. 


This road has consistently shown satis- 
factory earnings sufficient to cover fixed 
charges with a fair margin, which is quite 
an achievement for these times. The net 
for 1921 was larger than that for 1920 
although the gross was less. The com- 
pany had good earnings before federal 
operation and has done even better in 
1921. 

The territory served is about the same 
as that of the St. Louis and San Fran- 
cisco, which road has also done very well, 
indicating that this section of the country 
is comparatively prosperous. The drilling 
and bringing in of many oil wells, with its 
attendant prosperity, is one reason why 
these roads showed good earnings. 

The Consolidated 4% bonds, due June 
1, 1932, are a first lien on some 146 miles 
of track, most of which are branches or 
spurs. It is also a third lien (secured 
either by a direct mortgage or a collateral 
trust) on practically the entire system. 


These bonds are preceded. by the first 4% 
bonds of 1989, and the second mortgage 
4% bonds of 1989. “The issue is in turn 
prior to the first terminal and unifying 
5% bonds of 1952. 

Both the consolidated 4% and the ter- 
minal and unifying 5% bonds appear to 
be a rather good speculation at their pres- 
ent prices. The consolidated 4s at 73 give 
a yield of about 7.80%. 


Central New England First 4s 


This road is controlled by the New 
York, New Haven & Hartford R.R. Co. 
As the latter company has been supposed 
to be near the brink of bankruptcy, it may 
seem strange to suggest this bond as a 
speculation. However, there are several 
extenuating circumstances. In the first 
place, the New England railroads have 
just received a rate increase, which will 
greatly help the New Haven. 

The earnings of the Central New Eng- 
land Ry. Co. have been satisfactory, and 
appear to be sufficient to cover interest 
charges. Then, too, the line is important 
to the New Haven, for it extends from 
Hartford and Springfield to Poughkeepsie, 
owns the bridge over the Hudson River at 
that point and gives the New Haven a 
connection with the New York, Ontario 
& Western, which it controls. 

The Central New England bonds are 
guaranteed principal and interest by the 
New Haven. Although this fact is not as 
important as it was a few years ago, it 
seems that the price of the bonds has dis- 
counted the situation of the parent com- 
pany and because of the position and earn- 
ings of the Central New England Co. the 
bonds are worth the price they are selling 
for, irrespective of the guarantee. 

The bonds are a first mortgage on 126 
miles of track, including the bridge over 
the Hudson River, which cost over $7,- 
000,000 or over one-half of the amount of 
the bonds outstanding. At the current 
price of 60, the bonds give a yield of 7% 
and appear rather attractive. They mature 
in 1961. 


Western Maryland First 4s 


This road has had satisfactory earnings 
for 1921 and for the recent months. They 
have been just sufficient to cover interest 
charges with a slight margin, but this has 
been done in spite of a drop in gross busi- 
ness, 

The bonds are a first mortgage on the 
line- from Baltimore, through Cumberland 
to Elkins, W. Va. 

The traffic of this road consists very 
largely in hauling coal from the Pennsyl- 
vania and West Virginia fields. 

The earnings of the road in 1917 (after 
its reorganization) was considerably bet- 
ter than it had been before, and if the 
earnings return to the 1917 level, the fixed 
charges will be taken care of with a good 
margin. The bonds (due 1952) at 62, 
yield about 7% and have a fairly good 
chance of appreciation. 


(Continued on page 643.) 
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BOND MARKET CONTINUES FIRM 
Price Changes, on the Whole, Rather 
Small—Advances and Declines of 
a Point or More About Equally 
Divided 
THe buying of bonds for investment 

seems to have abated somewhat in 
the past two weeks and turned over to 
the stock market. There has been great 
ictivity in the latter market and sound 
lividend paying securities have been in 
the greatest demand. This was rather 
to be expected with bonds reaching a 
evel where they yielded an average of 
ess than 6%. With industrial conditions 
nproving and the general outlook for 
substantially larger earnings than were 
reported last year by practically all in- 
dustrial, public utility and railroad com- 
panies, it is only natural that investors 
should have greater confidence in the se- 
irity market and avail themselves of 
those seasoned dividend paying securities 
that have been yielding anywhere from 
j to 8%. 
Bank of England Reduces Commercial 
Paper Rate 
The recent action of the Bank of Eng- 
ind in reducing the rediscount rate on 
ommercial paper from 5 to 442% was 
ailed with great satisfaction in this coun- 
try and probably forecasts similar action 
y the Federal Reserve Banks here. Fi- 
ancial position of member banks has been 
gradually improving by the funding of 
arge floating debts and the liquidation of 
ioans throughout the cotton and grain 
enters. There is little doubt now but that 
the banks are in an excellent position to 
iid business in its recovery and that they 
are well able ao accomplish this task 
at a lower interest rate than is now being 
charged. Any further reduction in the 
rediscount rate and interest rates would 
certainly act as a new incentive to the 
bond market, 


Price Changes 

The feature of the Foreign Government 
ssues were the City of Zurich, Kingdom 
of Belgium and U. S. of Brazil bonds, 
which advanced 2, 23 and 1 point re- 
spectively. There were no changes to 
speak of in the rest of this group. 

There was practically no change in the 
prices of railroad bonds. 

Movement of industrial bonds was rather 
mixed in a few instances, but the list in 
general reflected few net changes. Gen- 
eral Electric and Indiana Steel in the 
Gilt Edge group advanced 1% and % 
points respectively, while in the Middle 
Grade group International Mercantile 
Marine, Lackawanna Steel and American 
Smelting & Refining all advanced about 
1 point and Computing, Tabulating & 
Recording bonds declined 3% points. The 
only explanation for this rather sharp de- 
cline is because of the narrow market 
existing for this issue. 

Speculative Railroad Bonds 

There was a good deal of strength among 
the speculative railroad bonds as a result 
of a better demand for these high yielding 
securities. We feel the big move in this 
group is yet to come, for if the anticipated 
improvement in railroad operations mate- 
rializes a good many of these bonds will 
be lifted from the speculative class to the 

(Continued on page 638.) 
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(aa) Lewest denomination, $5,000, 


(db) Lowest denomination, $500. 


(a ) Lewest denomination, $1,000. (ec) Lowest denomination, $100. 


(ad) Lowest denomination, $50. 


xThis issue was created on May 1, 1921, 
?This issue, which represents the entire funded debt of the company, was created on 


Mov. 1 


*Nuniber of times over interest on these bonds was earned. 


**Earnings are not reported separately. 
tThis peer number of times interest on the companies’ entire outstanding funded debt 


was earned, based 


on sctual earnings of last five years. 


, 
BOND BUYERS’ GUIDE —. 
Apa “funded 
Foreign Governments. BETTER GRADE : 
1, City of Christiania (b) &s, 1945.................. ieese ae — 
2. Danish Municipal @) . K. 8s, 1946...... saan 107% 7.30 a 
8. City of Zurich (b) 8s, 1945................ 110 7.10 
4. City of Copenhagen tb) 5Y%s, 1944............. . 88% 6.25 
5. Kingdom of Sweden és, 1939.................. 97% 6.25 
6, Argentine (c) 5s, 1945..................... ‘a 78 6.90 
7. U. K. of Gr. Britain & Ireland (c) 5%4s, 1987. 99% 5.60 
& Dominion of Canada (c) 5s, sees Sic eeieniaekiah Lae 96% 5.50 
ORE SPROUL ATIVE. 
1, Kingdom of Belgium (a) 6s, sas bescotoese . 99%, 6.25 
2, Kingdom of Italy (4) 6%s, 1925............. 931% 9.20 
8. Republic of Chile (b) &s, 1941............... ae 101, 7.90 
4. Sao Paulo (b) @s, 1986................... z 101% 7.80 
eS ee Fs ~ EY | Weshenegenersse 104 7.60 
1 B ee OMe Ss. W. Di b) Ist M 8 rH Epes 
" a ) v. ( st * Ys, 1925 ; 
2. Ches. & Ohio (a) Genl. Mtg. 4%s, 1992... 13% eo oats 
8. Delaware & Hudson (a) Ist & Ref. 4s, 1943... 8% bid—off. at 88% 1.65 
4. Southern Pacific (b) Ist Ref. 4s, 1955..... 4% 4.95 1.65 
5. Chic., Burl. & Quincy (a) Genl. Mtg. 4s, 1958... se 4.80 2.40 
6, Union Pacific (b) Ist Mtg. & L. G. 4s, 1947... 91) 4.60 8.65 
7. WN. ¥., Chic. & St. Louis ist Mtg. 4s, 1937... |. = ; 2.85 
8. Atlantic Coast Line (a) Ist Mtg. 4s, 1948. 87 1% 1.55 
9. Pennsylvania (a) Genl. Mtg, 4%s, 1965. ; ‘ 87% 5.25 2.20 
10, West Shore (a) Ist Mtg. 4s, 2361....... joni 79% ‘ "ss 
11, Norfolk & Western (c) Cons. 4s, 1996. 87 4% 3.95 
12, Central R. R. of N. J. (a) Genl. Mtg. 5s, 1987 105% 4.70 1.40 
13, Atchison (b) Genl, Mtg. 4s, 1995............ 87% 4.60 © 8.90 
14, Chic., R. I, & Pacific (a) Genl. Mtg. 4s, 1988 81% 4.95 1.00 
Industrials, , . 
1, Diamond Match (c) Deb, 7%s, 1935... P 107 
2. Armour & Co, (a) R. E. 4%s, 1939.... 88% 30 an 
8. General Electric (b) Deb. 5s, 1952...._. 99 438 5.55 
4, International Paper (a) 5s, 1947...... 86 6.10 16.70 
5. Indiana Steel (a) 6s, 1952............ hed 98% 5.10 ‘ee 
6. Liggett & Myers (aa) Deb. 5s, 1951..... 93, 5.45 4.80 
7. Baldwin Loco, (a) 5s, 1940......... 100 5.00 2.65 
8. National Tube (a) 5s, 1952......... 97 5.20 ‘es 
9. Corn Products (a) 5s, 1934...... ean 97% 5.30 60.70 
10, U. 8, Steel (a) Es, 1968.......... 100% 5.00 8.70 
—_ Public vain. 
° uquesne Light ce) Ge, BER cces + ‘ 102 5 
2, Amer. Tel. (c) 5s, 1946... s aakeias 96 8 So Ste 
8. Philadelphia Co. 6s, 1944...... steaataben 94% 6.50 4.15 
4, N, ¥. Telephone (b) 4%s, 1939........ ; 89% 5.45 “ee 
5. Montana Power (c) 5s, 1948............ _ 94% 5.40 2.90 
6. Cal. Gas & Electric (a) 5s 1987. 94%, 5.60 4.15 
%S & w& @. & P. (a) 5s, "1948. pein 95% 5.30 2.10 
8. Pac. Tol & Tel te) iy Mctsednvstinnsasces 95 5.50 1.75 
Reilroads. MIDDLE GRADE, 
1. Southern Pacific (b) Col, Trust 4s, 1949..... 79 5.60 2.40 
2, Illinois Central (b) Col. Trust 4s, 1952. eimed 81 5.25 2.25 
3. Balt. & Ohio (b) Ist Mtg. 4s, 1948. ane 77h 5.70 80 
4. Norfolk & Western (a) Conv, 6s, 1929. ‘ 105%, 5.10 3.95 
5. Atchison (a) Conv. 4s, 1960...... 97 4% 3.90 
6. St. Louis-San Fran. (a) Prior Lien 4s, 1950. 68% 6.40 1,60 
7. Missouri, _Kans. & Texas Prior Lien 5s, 1962 78% 6.50 - 
8. Cleve., Chic. & St. L. (a) Deb, 4%, 1931 86 6.60 2.40 
9. Ches. & Ohio (b) Conv, 5s, 1946 ........ 851, 6.20 1.55 
10. Pere Marquette (c) Ist Mtg. 5s, 1956 893, 5.70 2.05 
11, Kansas City Southern (a) *st Mtg. 3s, 1950 6414 5.50 1,70 
12. Pennsylvania Genl. Mtg. 5s, 1968 .. 95% 5,25 . 
13. St, Louis Southwestern (a) Ist Mtg. 4s, 19&9 75% 5.34 2.00 
Industrials. 
1, Wilson & Co. (a) Ist @s, 1941. , 94", 6.50 2.10 
2. Comp. Tab. & Recording (b) és, "1941 89 7.10 5.45 
8. Adams Express (b) 4s, 1948....... 75% 5% 2.60 
4. Int. Merc. Marine (b) 6s, 1941.... 923, 6.70 5.15 
5. Lackawanna Steel (c) 5s, 1950.... 85, 6.10 6.90 
6. Bush Terminal Bldg. (a) 5s, 1960..... 89, 5.70 2.35 
7. U. S&S. Rubber (c) 5s, 1947........... £65, 6.05 5.00 
8. Amer. Smelting & Refining (c) 5s, 1947 §91, 5.80 9.55 
9. Goodyear Tire (c) @s, 1941.......... 112% 6.20 x 
Public Utilities. 
1, Public Service Corpn. of N. J. (a) 5s, 1959. 76% 6.70 , 
2. Detroit Edison (c) Ref. 5s, 1940...... ene 5.80 2.80 
8. Brooklyn Union Gas (a) 5s, 1945............. 88 bid-off. at 89% *°1,85 
4, Northern States Power (b) 5s, 1941. ikiecous 88, 6.00 1.80 
5. Brooklyn Edison (c) 5s, 1949............ see 91% 5% 2.20 
6. Utsh Power & Light (a) 5s, 1944....... ae 89 5.90 1,80 
7. Cumberland Tel. Tel. (b) 5s, 1987.. 893, 6.05 1,70 
: Railroads. SPECULATIVE. 
1, Western Maryland (a) Ist Mtg. 4s, 1952...... 61% 7.10 70 
2. Iowa Central (a) Ist Mtg. 5s, 1938........... 71 8.30 . 
8. St. Louis Southwestern (a) Cons. Mtg. 4s, 1932 72% 8.10 2.00 
4. St. Louis-San Francisco (a) Adj, Mtg. €s, 1955 715% 8.10 *1,90 
5. Mo., Kansas & Texas Adj, Mtg. 5s, 1967 ..... 45% 11,10 
6. Southern Railway (a) Genl. Mtg. 4s, 1956 .... 62 6.90 1,85 
7. Missouri Pacific (b) Genl. Mtg. 4s, 1975 ..... 61% 6.60 90 
8. Carolina, Clinch. & Ohio (c) Ist Mtg. 5s, 1938 835, 6.70 1,40 
9. Minneapolis & St. Louis (a) Cons. Mtg. 5s, 1934 73% 8.60 50 
Industrials. 
1. Chile Copper (b) Gs, 1988.............. 85% 8.10 3.80 
2. Va.-Carolina Chemical (c) 7%s, 1932... 91 8.90 2.75 
8. American Writing Paper (a) 7s, 1939 9.10 1,90 
4, American Cotton Oil (a) 5s, 1931 ; 84), 7.40 3.15 
5. Cuba Cane Sugar (c) 7s, 1930... . 77% 11,40 
Public Utilities. 
1. Hudson & Manhattan (c) Rfdg. 5s, 1957 78 64, *1,.60 
2. Intr. Rapid Transit (a) 5s, 1966..... ; 64), 7.90 *2.60 
3. Third Avenue (b) Refg. 4s, 1960...... * €1l% 6.75 *1,20 
4 Va. Rwy. & Power (a) 5s, 1984........... 74% 8.40 1.90 
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The Situation in Erie 


By JOHN MORROW 


Road’s Surplus in 1921 Surprises Wall Street—Are Its Securities Too Low? 
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! cum, MAP OF THE ERIE RAILROAD: =» = 
N ideal condition would be one in probable deficit of the road for 1921, and period, and ‘representing the period of 
which an efficiently managed, rea-. therefore the results of operations shown Federal control which terminated = in 
sonably capitalized railroad could when the preliminary income account for March, 1920; but, as every one knows, 


make a decent living solely from the sale 
of transportation without recourse to in- 
come or revenue from investments in 
mines, forests, oil lands or other property 
not directly devoted to railroad operation. 
Of course, there is no criticism to be 
found in a situation where a railroad is 
fortunate enough to possess income pro- 
ducing investments, but such investments, 
in the long run, should not determine the 
earning power of a railroad property. In 
times of need there is much comfort in 
earning assets which, legitimately, may be 
tapped for revenue in the shape of extra 
dividends. 
Rail deficits, 
fixed charges, 


or at least failures to earn 
were common enough in 


1921 was published caused marked sur- 
prise; for the Erie, instead of showing a 
deficit after charges, actually showed a 
$1,595,000 surplus after allowance for 
sinking fund deductions. Before this al- 
lowance the surplus after charges was 
$2,694,000, equivalent to the 4% dividend 
on both classes of preferred stock. It 
was, of course, widely known that Erie 
could not have earned a surplus from ac- 
tual railroad operations, and, naturally, 
attention was immediately directed to non- 
operating or other income. 

Erie’s annual interest on funded and 
non-funded debt,, rentals of leased lines 
and other charges was $14,121,000 in 1921, 
and other income was $14,682,000 or over 











1921—too common in fact. Some months $500,000 in excess of fixed charges. Ac- 
before the end of the year it was pretty tual net railway operating income was 
ERIE’S EARNING RECORD 
(Excluding 1918, Standard 1919, Return 1920) 
Gross Operating Other Surplus 
revenues income income for shares 
1915 . $66,436,720 $20,765,972 $2,464,215 $6,016,220 
1916 74,311,262 18,628, 600 3,754,230 4,631,912 
1917 79,776,368 9,593,417 8,687,236 540,110 
1918 . 98,895,284 *1,177,088 6,662,762 *11,775,350 
1919 102,198,905 1,526,649 5,920,381 *9,705,788 
1920 122,163,099 *14,690,442 6,024,872 *27, 343,610 
1921 . 113,539,098 4,600,587 14,682,032 1,595,254 
*Deficit 

















well known what roads would fail to earn 
fixed charges, and whenever the subject 
was under discussion the Erie was almost 
sure to be mentioned. In fact, not many 
weeks ago the old topic of a probable 
financial readjustment of the Erie was up 
for active argument, and under its influ- 
ence there was a decided softness in the 
market prices for Erie securities. Pencils 
were busily engaged in figuring out the 
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$2,133,000, which would have been $5,000,- 
000 had it not been for a charge against 
operating expenses of about $3,000,000 on 
account of transactions relating to the 
guaranty period. 

The Interstate Commerce Commission 
made a ruling, not long ago, requiring the 
railroads to include in their payments, as 
of December 31, 1921, provisions for 
transactions connected with the guaranty 


there are still many open accounts as be- 
tween the railroads and the Government 


Erie’s Other Income and Coal Properties 

The charge of $3,000,000 against op- 
erating expenses the Erie offset by the 
inclusion of the same amount in non- 
operating income as a claim against the 
Government. Even deducting this $3,000,- 
000 inclusion in other income, left that 
credit between $11,000,000 and $12,000,000. 
No details have been made public to show 
the exact source of other income, but it 
is known that it consists mainly of divi- 
dends from coal companies controlled by 
the Erie. It is no new thing for the Erie 
to show dividends from coal companies in 
income account, but the amount received 
in 1921 apparently far exceeded the 
amounts credited in previous years. In the 
year ended December 31, 1917, Erie 
showed other income of $8,687,000, of 
which $6,800,000 came from dividends 
on stocks owned. In 1921, however; 
as previously mentioned, other income 
was over $11,000,000, excluding the credit 
represented by a claim against the Gov- 
ernment. 

In shipments of coal Erie is preceded in 
amount by the Reading, Lehigh Valley, 
Lackawanna and Delaware & Hudson. In 
the ten months ended January 31, 1922, 
Erie shipped 5,735,000 tons, an _ in- 
crease of over 400,000 tons or about 8% 
as compared with the same period of 1921. 
The Reading, Lehigh and Delaware & 
Hudson showed a decrease in coal ship- 
ments in the same periods. Of course, 
Erie’s dividends did not come from these 
shipments of coal, but they are cited to 
show the relative position of the Erie as 
a factor in the anthracite trade. 
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here is extremely little information 
readily available concerning Erie’s coal 
properties, the largest and most important 
\§ which is the Pennsylvania Coal Com- 
pany, which has a capitalization of $5,000,- 
000, all owned by the Erie. Other, but 
smaller, coal companies owned include the 
Blossburg Coal Company, Hillside Coal 
& Iron Company and the Northwestern 
Mining & Exchange Company of Erie, 
Pa. These companies hold coal lands in 
the principal coal producing sections of 
Pennsylvania. 

The capital stock of the Pennsylvania 
Coal Company, the largest coal property 
owned, is not free—that is, it is pledged 
under the Erie-Pennsylvania Collateral 
Trust 4% bonds due 1951. The mortgage 
if the general convertible 45/1951 is also 
i lien on the capital stock of the Pennsyl- 
vania Coal Company, subject to the prior 
lien of the Pennsylvania collateral inden- 
There is no definite way of ascer- 
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taining the value of this coal stock, but 1ST.CONS.PR.L. GEN.LIEN CONV 454 BED 1ST 2ND COMMON 
there may be no doubt that it is most sub- 451996 451996 1953 PREFERRED PREFERRED 

stantial, and it certainly adds greatly to 

the equity value of the Pennsylvania col- 

lateral trust 45/1951. To consider the present market values Is Capitalization Too High? 


of Erie’s securities and to think solely of 
their depreciated status would easily re- 
sult in forgetting that the Erie is one of 
the big trunk lines serving as an important 
freight-traffic link between New York and 
Chicago. Incidentally, the performances 
of the Erie in transporting through freight 
is far from being a subject for humorous 
discussion. Close to 60% of Erie’s total 
freight traffic comes from the transporta- 
tion of coal, which means heavy loading 


There never has been a widespread dis- discussion 
cussion over the possible benefits which 
might eventually accrue to Erie share- 
holders as a result of the road’s control 
of anthracite preperties. It may be that 
lack of information effectually has pre- 
vented such a speculative discussion, but 
it is perhaps more reasonable to assume 
that the lack of apparent interest is the 
result of the recognition of the relatively 
large capitalization which Erie carries and 


When all is said on Erie th 
returns almost inevitably to the question 
of capitalization and of the road's ability 
to earn a fair return on that capitaliza- 
tion. A few figures wil] serve to cite 
Erie’s position as to earnings. In 1921 
the company did a gross business of $113,- 
500,000 and showed an operating income, 
after taxes, of $4,600,000, indicating that 
between 3 cents and 4 cents on the dollar 
only was saved for capital obligations and 


which, in the long run, cannot be saved and comparatively low rates. In 1920 shareholders, disregarding non-operating 
by the equity inherent in coal lands. about 23% of the total of freight traffic income. Even this was better than in 
came from manufactures, although this 1920. when there was a deficit of over 


apparently is rather a high ratio, as in the 
several years preceding the proportion was 


Question of Rail Operations $14,000,000 after taxes. 





As welcome as may be extra dividends 
from coal properties, the market value of 
Erie’s securities fundamentally must de- 
pend upon the success of the company in 
selling transportation at a fair margin of 
profit. It may be noted that, in this dis- 
cussion, it is assumed that the unusual size 
of other income in 1921 was due to unusual 
dividends from the coal properties, al 
though official details are unfortunately 
lacking. 


17% to 19%. 


Fundamentally, there can be little or no 
criticism directed against this strategical 
or geographical situation of the Erie lines, 
is considerable 


although there probably 


branch-line mileage of a 


character. 


Erie’s 


all responsible. 


and 


is a 


non-productive 
That, however, is 2 portion of 
inheritance 
which the present management is not at 


legacy 


It cost Erie well above 90% to operate 
in 1918 and 1919, whereas in the pre-war 
years the ratio was about 75%. Just prior 
to Federal control Erie was actually show- 
ing a small surplus for the common stock. 


Problem of Economy 


It is interesting to note the effect which 
transportation costs have had upon Erie’s 

This is the division of operating 
(Continued on page OA8.) 
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Answers to Inquiries . 


SEABOARD AIR LINE 
Would Stand by Bonds 


{ have $2,000 bonds Seaboard Air Line ist 
and consolidated 6s due 1945, which I purchased 
at 65. Please advise me if I "should sell and at I 
sell what to purchase in their tlacef—B. 
Baltimore, Md. 


Seaboara Air Line Consolidated 6s 1945 
are now selling around 48% and if you 
sold now you would have a loss of over 
16 points. We really see no reason why, 
having held this bond throughout the re- 
cent decline, you should sell out now. 
These bonds are a direct obligation, se- 
cured upon 416 miles of road, and col- 
laterally secured by a pledge of approxi- 
mately $36,000,000 of the refunding 4s of 
1949. The 6s are now selling at close to 
the lowest price since issued. The chair- 
man of the board recently stated that no 
pressing obligations are due and earnings 
are improving. 

It is quite possible that large blocks of 
this bond have been sold to establish losses 
for income tax purposes because this issue 
is among the few that are selling at around 
their low levels. While the situation of 
this road is not such as to create enthusi- 
asm, the bonds are already selling upon a 
receivership basis and on the whole, we 
believe that you should stand by your 
commitment in the expectation that sooner 
or later improving business throughout 
the country will be felt by the Seaboard 
Air Line Co. and a much better margin 
of safety shown for the bonds which you 
hold. 

On any further weakness around present 
low levels, it might be a good idea to 
purchase another bond for the purnose of 
bringing down your average purchase 
price. A 10 point advance thereafter 
would show you no loss on your entire 
line 

PENNSYLVANIA 
Advise Switching 

For several years I have been holding 300 
shares of Pennsylvania Railroad stock for in- 
vestment. With its present dividend of $2 the 
return on my investment is not very gocd as I 
paid a high price for the stock. Weuld you 
advise holding in the hopes that the dividend will 
be increased or switch into some other stock with 
better possibilities? —B. D. G., New Castle, Pa. 

We are not particularly impressed with 
the future of Pennsylvania R. R. stock; 
not only is there slight possibility of any 
increase in the dividend, but even the pres- 
ent dividend rate should be regarded as 
rather uncertain. Would favor a switch 
into Southern Pacific which at present 
prices gives a somewhat better yield and 
whose dividends, in our opinion, is more 
secure. We also believe the latter stock 
to have better possibilities of advancing. 
Another stock we favor is Colorado 
Southern selling around 42. This road 
has just paid a dividend of 3% for the 
year 1921 and as its earnings have been 
showing up very well, we believe that it 
should be able to pay another 3% in the 
current year. You might switch half of 
your Pennsylvania into Southern Pacific 
and the other half into Colorado Southern. 
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On Railroad Securities 


By doing this, we believe your investment 
position would be materially improved. 
/ 


NEW ORLEANS, TEXAS & MEXICO 
Good Showing in 1921 

Some time ago I was given a tip to buy New 
Orleans, Texas & Mexico, hut before I acted it 
had a sharp advance and I finally got in at a 
rather high price—61%. It is a little lower now 
and I would like your vpinion as to whether it 
has a gocd chance to come back.—W. H. C., 
East Orange, N 

New Orleans, Texas & Mexico has a 
relatively small capitalization consisting of 
$15,000,000 common stock, $5,870,000 first 
mortgage 6s and non-cumulative income 
5s of $13,634,000. For the 10 months end- 
ed October 31, 1921, net income was $1,- 
706,605 as compared with $669,091 the 
same period of 1920. Estimating earn- 
ings for the last two months and the final 
result for 1921 should show close to 7% 
earned on the stock. The road is in good 
financial condition and as of December 31, 
1920, had $1,295,000 cash on hand. When 
the fact is considered that most roads did 
not do well in 1921, this is an excellent 
showing and while the stock is speculative 
we believe it to have fairly good possi- 
bilities. 





PITTSBURGH & WEST VIRGINIA 


Valuable Coal Properties 


As the holder of 500 shares cf Pittsburgh & 
West Virginia Railrcad stock I would like to 
have your opinion as to the advisability of hold- 
ing for the long pull cr switching into something 
else.-—R. J. H., Trenton, N. J. 


Pittsburgh & West Va. for the year 
ended December 31, 1921, will show a net 
income of $1,274,000, but this includes the 
$1,800,000 received in settlement of claim 
against the United States Government for 
the 26 months of Federal control. The 
railroad made a very poor showing in 
earnings in 1921 as there was a substan- 
tial falling off in gross business. Through 
control of the Pittsburgh Terminal R. R. 
& Coal Co. this company is interested in 
a valuable coal property in Allegheny 
County, Pa. While we believe the stock 
has fairly attractive long pull possibilities, 
the recent poor earnings have removed the 
chance of a dividend for some time to 
come and we do not believe it advisable 
to hold so much of this stock. Suggest 
that you switch into some low price divi- 
dend payer that also has a good possi- 
bility of advancing, that is to say, switch 
part of your holdings. A suggestion is 
Tennessee Copper selling around 10. This 
company has a working capital of $3,000,- 
000 and favorable sulphuric acid contracts. 
It does not appear that at present prices 
the stock has discounted the improved 
outlook. 

ST. LOUIS SOUTHWESTERN 
Earnings Excellent 


I am contemplating the purchase of St. Louis 
Southwestern preferred and Wabash Preferred 
“A.” What do you think of these selections? 
Is there any other low priced stock that - md 
care to suggest in place of one of thesef—S. J 
A., New York City. 


We consider St. Louis Southwestern 








stock as an excellent business 
man’s speculation. The company has been 
reporting earnings several times the 
amount necessary to pay preferred divi- 
dends and, in our opinion, this situation 
must ultimately be reflected in an en- 
hanced value in the price of the stock. 

The Wabash Railroad has been report- 
ing improved earnings over the year. The 
figures for the eleven months ended No- 
vember 30, 1921, showed net of $3,995,820 
against a deficit of $5,553,400 for the same 
period in 1920, one-half of the difference 
being due to operating economies. In 
view of the fact that the present market 
is within striking distance of the low, we 
are inclined to feel that the stock has 
speculative possibilities, but, we would 
suggest, in the event you invest in St. 
Louis Southwestern preferred, instead of 
also buying Wabash A you put your funds 
into Miami Copper selling around 26 a 
share and paying dividends at the rate of 
$2 per annum. The copper outlook is 
much better than it has been for several 
years past and Miami is one of the low 
cost producers. We consider this situa- 
tion must be reflected in a higher price 
for the shares of the company and that a 
better speculative possibility is afforded in 
these shares than in Wabash A at the 
present time. 


preferred 


GOOD STOCKS TO HOLD 
Atchison—Southern Pacific—“Fruit”’ 
I have purchased for investment purposes 100 

shares of Southern Pacific at 92, 50 shares of 
Atcnison, Topeka & Santa Fe at 98. and 50 
shares of United Fruit at 106. Wceuld like your 
opinion of these securities.—S. -, Mechanics 
ville, N. Y. 

While you have a loss in your Southern 
Pacific, we think very highly of it. This 
is one of the strongest roads in the coun- 
try and has shown that it has been able 
to earn its dividend even under a period of 
adverse operating conditions. We believe 
the stock wili sell at a higher range than 
at present ruling and would not advise 
disposing of it now. 

You have a small loss in Atchison, To- 
peka & Santa Fe, and in United Fruit a 
nice profit. However, as you hold these 
stocks outright and for investment pur- 
poses, we suggest that you do not dispose 
of them as we feel the present prices have 
not discounted all the benefits accruing to 
the stockholders of these companies. 





CHICAGO, MILWAUKEE & ST. PAUL 
Improved Outlook 


When railroad stocks were considered safe my 
old mother-in-law invested everything she had 
in Chicago, Milwaukee & St. Paul preferred. Of 
course the dividend is now cut and she derives 
no income. Will you be good enough to let me 
know what you think the prospects are for a 
resumption of dividends in the next year or so? 
Her oker hes adcised her to sell at present 
price of 30 and reinvest what is left. This 
mould mean a 70 point loss.—B, R., New York 

ity 


Chicago, Milwaukee & St. Paul did not 
earn its fixed charges in 1921 and there 
has been some talk to the effect that it 
will have difficulty in meeting certain ma- 


(Continued on page 652.) 
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Brighter Outlook for Railroad Shares 


Operating Expenditures in Better Hand— Roads Buying 
More Equipment in Anticipation of Larger Volume of Traffic 


Topeka and Santa Fe authorized 

the expenditure of $43,150,000 for 
improvements and additions to _ its 
property this year. It is significant that 
of this amount over $6,600,000 will be 
expended for additional main line 
facilities and $1,400,000 for the con- 
struction of a 55-mile extension in 
southwestern Kansas. It is understood 
that this is merely the forerunner of 
similar additions to property later on 
in the year. At about the same time 
the Chicago, Burlington and Quincy 
placed orders for 7,300 cars involving 
an expenditure of about $15,000,000. A 
number of other roads have entered the 
market for equipment and have other- 
wise announced their intention of im- 
proving and adding to their physical 
facilities. 

What does all this mean—especially 
in view of the fact that during the 
greater part of last year most of the 
railroad transportation companies were 
niggardly with their allowances for im- 
provement to property? The meaning 
of these large equipment orders and 
the awarding of a number of large con- 
tracts for improvement to roadway and 
structures is that, in the estimation of 
the executives responsible for these 
orders, the future holds out promise not 
only of the larger earnings which 
would warrant such expenditures but 
that a revival of business is impending 
which will require the newly added 
facilities. In other words, the railroad 
executives are looking ahead. It is 
not likely that many of them expect 
a very considerable revival of traffic 
this year but, apparently, they expect 
that business will within a year or so 
reach a very high level of activity. 
They are accordingly preparing for 
such developments. That is the mean- 
ing of the unusual preparations now 
being made with regard to the extension 
and improvement of railroad properties 


The Effect on Railroad Shares 


Under the circumstances, one is 
warranted in speculating on the effect 
the brighter business 
likely to have on railroad shares. 

We have seen, during the past few 
months, a really notable rise in rail- 
road bonds, particularly in the well- 
secured bonds. This rise, however, was 
not so much predicated on the antici- 
pated revival of railroad activity as on 
the decided improvement in the money 
market which released large amounts 
for investment. In other words, the 
rise in railroad bonds was more par- 
ticularly due to the easement in money 
conditions than to any other source. 
This feature, of course, is understood 
by readers of the MaGazInE oF WALL 
Street who have already been ac- 
quainted with the factors operating on 
bond values. 

The inferior lien and 
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G ‘Topeka weeks ago the Atchison, 


lower-grade 


prospects are° 


railroad bonds, however, have not com- 
parably shared in this general improve 
ment in market value which we saw to 
have taken place in the case of the 
well-secured issues. Considering that 
the anticipated higher scale of earnings 
will improve the investment standing oi 
these issues, it is reasonable to assume 
that such securities will sooner or later 
commence to discount the better condi 
tions to come. 

The railroad shares, in a manner 
similar to the second and third-grade 
bonds, have been disinclined to follow 
the advance in the highest type railroad 
bonds. Thus, the average price of 
twenty-five representative railroaa 
stocks is currently about 57 which, it is 
important to note, is about the same 
as the average at the beginning of 
1921 and 1920, respectively. In other 
words, railroad shares, as a group, are 
selling at prices about equal to those 
existent at the time of greatest de- 
pression in the railroad business not- 
withstanding that great and lasting re- 
forms have been completed such as to 
greatly improve the basis on which the 
carriers operate. In other words, the 
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share market has done nothing what- 
ever to anticipate the inevitable im- 
provement in the earnings position of 
the railroads. 

In this connection a vitally important 
comparison can be drawn between the 
action of industrial securities for the 
past eighteen months and that of rail- 
road stocks. In this period, the latter 
(based on the market statistics of 
twenty-five representative railroad is- 
sues) have advanced from 50 to about 
55—a truly small achievement. In the 
same period, twenty-five representativ: 
industrial stocks have advanced from a 
level of about 68 to the current level 
of approximately 87. This discrepancy 
in the market action of the two respec- 
tive groups of securities is striking in 
consideration of the fact that the same 


improving conditions which have been 
responsible for the advance in industrial 
securities must necessarily affect the 
carriers themselves and consequently 
their security issues. 


The Traffic Outlook 

It is a well-established fact that the 
railroads have succeeded in paring 
their expenses to the minimum com- 
patible with the attitude of the Inter- 
state Commerce Commission—in the 
latter case particularly with regard to 
labor expenditures—and with their own 
safety. No means have been neglected 
of curtailing the expense accounts, and, 
in fact, some of the carriers have been 
accused of going to excess in this re- 
gard, by virtue of the fact that their 
maintenance accounts, have been greatly 
below normal. However, this is due to 
a natural desire on the part of rail- 
road executives to improve the current 
financial position of their properties, 
and this excess of enthusiasm for 
economical handling of such properties, 
is not, broadly, a matter that would 
warrant great criticism, under the cir 
cumstances. In any case, the carriers 
as a whole, have decidedly lowered 
their expenditures and while this fea- 
ture has been offset by the decline in 
gross earnings due to curtailed traffic 
and lower freight rates, the result has 
been that many of the roads now find 
themselves in an improved financial con- 
dition as compared with several years 
ago. 

Traffic conditions at the present time 
are not eminently satisfactory, partly 
due to seasonal considerations and 
partly to depressed business conditions, 
generally. Nevertheless, conditions in 
this respect are better than a year ago 
this time suggesting that a permanent 
gain has been made in business con- 
ditions. Recently a number of Western 
carriers have reported a larger amount 
of freight hauled and in the East the 
coal-carriers have been doing some- 
what better. ‘The indications are that 
very shortly traffic statistics throughout 
the country will commence to reflect 
the improvement which is expected in 
industry and commerce. 

During the past several weeks more 
interest has been displayed in the rail- 
road share market than in a consider- 
able period. A number of the leading 
issues have made modest advances and 
even some of the lower-priced issues 
have betrayed a sensitiveness to the 
anticipated improvement in traffic and 
earnings conditions. From a strictly 
market viewpoint, therefore, the rail- 
road group of shares begin to look 
attractive. 

Discrimination Necessary 

The railroads are generally divided 
into two classifications: the stronger 
and weaker roads. Obviously the 


(Continued on page 645.) 
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Union Carbide & Carbon Corp’n 





Industrials 


Union Carbide’s Position 


Earnings for 1921 Problematical— 
An Immensely Strong Orgenization 


dependent concerns of very diverse 
sorts, were gathered together into 
what is now the Union Carbide & Carbon 
Corporation. 
These concerns were: 
Union Carbide, 
National Carbon, 
Prest-O-Lite, 
Linde Air Products, 
Oxweld Acetylene. 


T scocndes the close of 1917, five in- 


commercially useful gases derived from 
the air. Linde Air Products has a capital 
outstanding of $11,900,000 common stock, 
par $100; and $750,000 6% cumulative pre- 
ferred. The common has received 8% an- 
nually since the company’s formation. 

In the National Carbon Company, Union 
Carbide possesses a subsidiary whose 
products are standard in the motor indus- 
try, and which are used in innumerable 
other lines. Those products are electric 





























The units forming the consolidation were batteries—dry, wet, and storage—flash- 
UNION CARBIDE & CARBON 
BALANCE SHEET, MARCH, 1921 
(In thousands) 
Assets: Liabilities: 
Duperle Ceaseescenscececececcocenese $98,735 GES GUE ccccccccccccsieccesceee *$109,029 
Leaseholds, trade-marks, etc......... 34,864 Preferred stocks of subs.............. 6,350 
Tewestments 2.2... cccccscsccccsccccece 2,665 Notes, accounts and loans payable... 8,474 
Other securities ..........-.ccseeeees 441 Accrued interest, dividends, etc...... 4,116 
GD, nccccccccescccesceeceseccevoeoes 6,158 | Acorued federal taxes .....-.-....... 1,394 
BBTBRBEB ccccccccccccccccccccccceses 873 Accrued dividends on subs. stocks.... 74 
Notes and accounts receivable.......- 20,185 Bonds and mortgages of subs......... _ 8,246 
DEED scnconcecsasesscesceceeees 47,385 Res. for depreciation ................ 9,088 
Deferred charges ..........--.++e++08 Se PEED acacdecvewesccocsesewnseesous 65,275 
Bete a cocccccccccceccccceceteces $212,050 ME kccenecencqncsusenccuenauntl $212,050 
*Equivalent to $42 a share, 
direct participants in the business of the lights, brushes, electric starters, carbon 


three most prosperous groups in the coun- 
try at the time, i. e., the mines, the farmers 
and the motor industry. 

Active in the consolidation, and later 
officers or directors, were some of the 
most prominent names in the industrial 
world, including Myron T. Herrick, C. 
K. G. Billings, G. M. Reynolds, arid others 
of the same ilk. 

Considering the thriving industrial con- 
ditions that developed following the consol- 
idation, the strength of the products taken 
over, and the imposing directorate, it was 
not surprising that the company should 
have been eminently successful at the out- 
set of its career. 


Industrial Ramifications 


It has been said that Union Carbide & 
Carbon catered directly to the mining, 
farming and motor industries. It should 
be added that the company supplies prod- 
ucts to almost innumerable other fields. 

The company has something close to 
120 plants, and well over 200 warehouses, 
operated by 33 separate subsidiaries. These 
figures alone give a fair idea of its indus- 
trial ramifications, 

Among the company’s chief “lines” 
is the air products business handled by 
the Linde Air Products Co. Here is one 
subsidiary alone with no less than 29 
plants! Its products include oxygen, used 
for welding and cutting metals, and other 
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electrodes, etc., etc. This concern, at last 
accounts, had authorized and outstanding 
a total of $5,600,000 8% cumulative pre- 
ferred; and an authorized 1,000,000 shares, 
without par value, of common, with 419,- 
000 outstanding. Practically the entire 
issue of common stock is owned by the 
parent company. In 1917 and 1918, Na- 
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tional Carbon paid dividends of $3 a 
share; in 1919, $4; and in 1920, $3. 

This battery and -flashlight subsidiary 
also represents a large plant investment. 
Eleven units are being operated by it in 
this country, as well as an associated unit 
in Canada—the Canadian National Carbon 
Co., Ltd. 

What is probably Union Carbide’s third 
largest branch is the acetylene business, 
engaged in more or less directly by the 
old Union Carbide Company, the Oxweld 
Acetylene Company and the Prest-O-Lite 
Company. Through these subsidiaries, the 
parent company produces not only the ma- 
terials from which artificial gas is made, 
but the machines needed for the purpose 
as well, 


Financial Progress 


Although Union Carbide & Carbon, for 
reasons of its own, has never published 
an earnings statement, enough is known 
to indicate that the company was im- 
mensely prosperous in the early months 
of its career. Dividends, after being 
started at $4 a year, were raised to $5, and 
then to $6. Even though, at the higher 
rate,these dividend payments called for 
disbursing something like $17,000,000, the 
company was able to make them without 
harming its remarkably strong financial 
position. As will be seen from the accom- 
panying balance sheet (the company’s first 
and last), Union Carbide was able to re- 
port, in the midst of last year’s industrial 
slump, a well-nigh impregnable condition. 
Including only cash, notes and accounts 
receivable and inventories, totaling $73,- 
700,000, as current assets; and counting 
notes, accounts and loans payable, divi- 
dends payable and accrued taxes, totaling 
$13,000,000, as current liabilities, the com- 
pany is seen to have a working capital of 
over 60,000,000 dollars. 


Effects of Slump 


Union Carbide was not entirely immune, 
however, from the effects of the industrial 
slump. Demand for its fertilizers, its 
mining apparatus, its construction tools 
and materials, its motor equipment and 
practically all of its other products was 
bound td decrease following the decline in 
prosperity. 

How far earnings declined it is not yet 
officially known. However, earnings early 
in 1921 were forecasted at about $6 a 
share, or just enough to meet the then 
dividend requirements. In the months fol- 
lowing, it is believed that the company’s 
earnings suffered a further reduction, In 
fact, it would surprise some students of 

(Continued on page 649.) 
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Advance-Rumely Company 
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Business Prospects Not Very Brilliant 


HEN the general depression in 
W business and decline in prices hit 
this country, the manufacturers of 
harvesting machinery found themselves in 
a very unfortunate position. They were 
practically all loaded up with high inven- 
tories which could not be worked off, even 
at price concessions, as the demand for 
their product fell to minimum propor- 
tions. Advance-Rumely Co. was no ex- 
ception and the company’s report for the 
year 1921 will make a rather gloomy 
showing. 
At the end of 1920 this company found 
tself with the highest inventories in its 








ADVANCE-RUMELY 


Net Earned Per share 

earnings preferred common 

RD occccace , $2.28 snot 

 ixaees 550,557 4.41 apain 

1918 1,188,929 9.53 $3.20 

 avesaues 2,401,907 19.25 12.02 
janes 10.24 





*Estimated. 
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history, the total being $10,489,000. Dur- 
ing the year 1921, operations did not aver- 
age more than 20% of capacity, as a re- 
sult the company was unable to show a 
profit and only succeeded in reducing its 
inventories about $2,500,000. The annual 
report has not as yet been issued, but it is 
reliably estimated that loss from opera- 
tions was in the neighborhood of $750,000. 
Inventories at the end of 1921 were about 
$8,000,000. As of December 31, 1920, the 
company had written down its inventory 
to cost or market price, whichever was 
lower, so that on its inventory remaining 
at the close of 1921, probably not more 
than 15% will have to be written off for 
depreciation. On this basis there will be 
a total deficit for 1921 of about $2,000,000 

While this is a serious loss, the com- 
pany was fortunately in a strong enough 
financial condition to be able to stand it 
without having recourse to additional 
financing, which so many industrial con- 
cerns were obliged to do. At the end of 
the year the Advance-Rumely Co. was 
borrowing about $1,000,000 at the banks, 
not a very large sum in view of the $8,- 
000,000 inventory account. 


Business Outlook Not Encouraging 


While the company has nothing to 
worry about at the present time as re- 
gards its financial condition, the outlook 
for its business is not particularly en- 
couraging. Competition in the harvesting 
machinery trade is very keen and the de- 
mand not particularly heavy. Henry 
Ford and other large automobile interests 
have gone into the farm-tractor industry 
heavily and the result has been that, in 
order to meet this competition, other 
tractor manufacturers have had to cut 
prices drastically. Unfortunately for such 
companies as Advance-Rumely, this is ap- 
parently going to be a more or less perma- 
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nent condition of affairs, and will mean, 
in the writer's opinion, considerably 
smaller profits than have been shown in 
the past several years, 

Of course, too gloomy a view of the 
future should not be taken, as this com- 
pany is generally regarded as having an 
efficient organization and its business is 
well established. By strict economy the 
company should be able to make a small 
profit when general business picks up 


History and Capitalization 

Advance-Rumely is a reorganization ot 
the old M. Rumely ‘Co. In the period 
1913-1915 the old M, Rumely Co. found 
itself operating at a loss and being unable 
to redeem some $7,000,000 of farmers’ 
notes, hypothecated with the banks, was 
forced into receivership in the early part 
of 1915. The reorganization was a dras- 
tic one, bonded debt being scaled down 
from $12,120,589 to $3,350,000 and since re- 
duced to $850,000. Moreover, ample work- 
ing capital was provided and enabled the 
company to actively push its business. As 
can be seen by the accompanying table 
the company was very successful up to 
1921, and as a result its financial condi- 
tion is sound. After taking into account 
the losses that were probably sustained in 
1921, the working capital of the company 
at the present time is about $11,500,000. 
This compares with a total capitalization 
of $850,000 bonds, $12,000,000 6% pre- 
ferred stock and $13,750,000 common. 
Land, building, machinery, etc., are car- 
ried on the balance sheet at approximately 
$6,000,000, and this is believed to be a de- 
cidedly conservative valuation. It can be 
seen, therefore, that there is a large asset 
value behind the preferred stock, the 
working capital alone being equivalent to 
$85 a share and the fixed assets to an ad- 
ditional $48 a share. 


The Preferred Dividend 


Were the company facing favorable con 
ditions in its industry the preferred stock 
would appear to be in an unusually strong 
pesition. Dividends, however, are not as 
‘a rule maintained very long when they 
have to be paid out of accumulated sur- 
plus and as, under present conditions, it 
does not appear that the company will be 
able to show much in the way of earnings 
in the current year, there is a good deal 
of question as to whether the present 
dividend of $3 a share on the preferred 
stock will be maintained. 

The preferred stock became cumulative 
after January 1, 1919, and starting April 1 
of that year its regular dividend of 6% 
was paid up to August 1, 1921, when the 
rate was reduced to 3%. No dividends 
have ever been paid on the common stock 
of this company. 

The property taken over from the old 
M. Rumely Co. consisted of five manufac- 
turing plants at La Porte, Ind.; Battle 
Creek, Mich.; Richmond, Ind.; Stillwater, 
Minn., and Toronto, Ont. These were too 





Company in Fairly Good Financial Position But Affected by Keen Competition 


widely scattered to insure economical op- 
eration, and the directors decided to dis- 

the Richmond and Stillwater 
These were sold in 1917, the com- 
pany confining its operations to the three 
remaining plants. The company’s plants 
ire well situated with regard to the great 
agricultural communities of the Northwest 
and Canada, which it supplies, The line 
of goods manufactured by the company 

extensive, and designed to meet prac- 
tically all machinery needs of the farmer 
\mong the products manufactured are 
tractors of various sizes and descriptions, 
grain and rice separators, clover and al 
falfa hullers, fuel and water tanks, tractor 
plows and other accessories. 

At present price of about 38, the pre- 
ferred stock has of course, to a consider- 
able extent, discounted the unfavorable 
showing made in 1921 and the rather un- 
promising outlook. As can be seen by the 
accompanying graph, this stock, in both 
1919 and 1920, sold at twice its present 
price and is only a few points above the 
low of 33, made in December, 1921. The 
fact that it stays so close to its low levels, 
when other stocks have generally had very 
material advances, undoubtedly reflects the 
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plants. 
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opinion of the investing public, that the 
price-war in tractors started by Ford is 
going to make it rather hard sledding for 
this company for some time. 

In view of the very large asset value 
behind the stock, it would appear to have 
some possibilities as a long-pull specula- 
tion, a good deal depending on the ability 
of the management to conserve the com- 
pany’s resources. It would appear, how- 
ever, that there are many other securities 
offering better opportunities for apprecia- 
tion in value in the near future than does 
Advance-Rumely. preferred. 

Rack dividends on the preferred stock 
now amount to 14%, and as these back 
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General Motors Corporation 





What Its Management Expects of General 
A Motors Corporation 


Chairman Raskob, of Finance Committee, Outlines Company’s 
Position and Prospects 


like 70,000 stockholders. A couple 
of years ago it had only about 
17,000. At that time the common stock 


( tke 70,0 Motors has something 


was selling in the twenties. Recently 
it sold at 8%. 
Under the Durant regime average 


holdings were something over 1,000 
shares; at present the average is less 
than 300 shares. These figures tell a 
big story. They indicate that the small 
investor has expressed his confidence 
in the present management of the Gen- 
eral Motors Corporation by investing 
his capital in the business at the pre- 
vailing low prices. They seem to like 
a partnership with DuPont and Mor- 
gan. 

Our Inquiry Department constantly 
receives a great number of letters ask- 
ing our opinion as to the future of 
General Motors. Some people seem to 
be somewhat staggered by the decline 
in the price of the stock of a company 
having such tremendous prestige, such 
unlimited banking support, and with 
such high calibered business brains back 
of it. 


What Stockholders Want to Know 


What every stockholder wants to 
know is the real story of the present 
situation in General Motors, looking 
at it from the standpoint of those who 
have purchased the shares at higher 
prices, or who are worrying over pur- 
chases made in the single figures. And 
so with the avowed purpose of securing 
an authoritative statement, I called on 
Mr. J. J. Raskob, Chairman of the 
Finance Committee, also one of the 
Executive Committee, and a director of 
the company. 

“I am very glad to give you my view 
of the situation,” said Mr. Raskob. 
“You are of course familiar with the 
reports of the General Motors in the 
automobile field, but comparatively few 
people realize that exclusive of Ford, 
who last year produced over 50% of 
the total cars manufactured, General 
Motors was responsible for about one- 
third of the total American output. In- 
cluding Ford, General Motors produced 
17% of the total, making it the second 
largest single factor.” 

Mr. Raskob stated that the outlook 
for the industry is distinctly encourag- 
ing; in fact, to quote him, he believes 
that: “The situation in the trade is 
much better than in many other lines 
of business, especially when the poten- 
tial demand is considered. Judging 
from the registration of automobiles in 
. 1921, we estimate that there are a great 
many people who have continued their 

old cars in service, just as in hard times 
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people wear their old clothes longer 
than usual. 

“The average life of an automobile 
is from five to six years, and judging 
from the total of cars previously manu- 
factured, we estimate that there should 
have disappeared from service in 1921 
about 1,500,000 automobiles. The actual 
number withdrawn, as indicated by the 
registration, was only about 200,000. 

“If to the 1,500,000 automobiles 


which have to be replaced annually,‘ 


we were to add 500,000 cars to cover 
additional requirements of both old and 
new users, it would give a total of 
2,000,000 cars which we think is a very 
conservative estimate of the total an- 
nual production which will be required 
in the industry. This shows what the 
future has in store for well established 
companies.” 


Strong Companies Strengthening 


“The tendency is all toward strength- 
ening of the strong companies and 


























PASSENGER CAR OUTPUT OF SIX 
LEADING COMPANIES 
1920 1921 

DE. éddtemenscosaenic 885,000 855,000 
General Motors ....... 327,681 192,000 
Ci ccccucesse 129,624 89,350 
Studebaker ...ccccceee 52,653 66,000 
Willys-Overland ...... 104,569 51,300 

MD cctcerecesecucess 34,634 23,600 

Total 6 companies. ..1,534,161 1,297,250 
Per cent of com- 

panies’ production to 

SE GEE cesdecs 81% 84% 

elimination of the weak ones. There 


are in excess of one hundred manu- 
facturers of passenger automobiles in 
the United States today, of which com- 
paratively few companies turn out the 
bulk, leaving a small percentage for 
all the rest. The few leading quantity 
producers have demonstrated that the 
money is in large production and in 
the well known brands. Character, 
stability, financial resources carry with 
them an assurance of continuation in 
the business, which is one thing the 
automobile buyer of today demands, 
and he insists on knowing that if he 
runs his car four or five years he is 
assured of getting parts without hav- 
ing them made to order, as he might 
have to do in case his company went 
out of business.” 

Mr. Raskob believes that the poten- 
tial demand mentioned above will 
assert itself as general business condi- 
tions continue to improve. His com- 
pany, in January, ran double the busi- 
ness they did in January, 1921, and 
with inventories marked down to the 
prevailing costs of materials, he feels 





GENERAL MOTORS’ NEW BUILDING 

Recently erected in Detroit and called by 

Chairman Raskob ‘“‘one of the best in- 
vestments we ever made” 


confident as to the company’s future. 

In his opinion, price cutting has been 
carried entirely too far, and the tend- 
ency, he believes, from now on will be 
toward an increase. In some cases 
substantial increases will occur. As he 
put it, “There may be some further cuts 
by small and weak companies attempt- 
ing to avoid receivership because con- 
cerns which are in difficulties very often 
find it hard to sell their products. Ru- 
mors are very dangerous in this busi- 
ness, for as soon as the public fears 
that a company is financially weak, 
its sales drop off at a terrific rate. But 
the companies that have lived through 
the recent depression will be all the 
stronger for it, and the motor car in- 
dustry will be on a firmer foundation.” 

I pointed to a photograph of the big 
General Motors building in Detroit: 

“I believe,” said Mr. Raskob, “that 
building typifies the size and strength 
of the motor industry, also the stabiliz- 
ing influence of the corporation in the 
trade. It is one of the best investments 
the company ever made.” 


Conditions in the Motor Industry 


“While it is difficult to say what normal 
conditions are in the automobile industry, 
owing to the violent fluctuations of the 
past few years, I believe conditions are 
steadily approaching normal. 

“So far as General Motors is con- 
cerned we look upon it as a thoroughly 
sound and stable industrial, engaged in 
the fundamental business of transporta- 
tion, employing upwards of $500,000,000 
of gross capital, on which it would seem 
an average minimum of 10% should be 
earned; thus giving average earnings 
of at least $50,000,000 per annum to 
meet our preferred and debenture stock 
dividend charges of approximately 
$6,000,000, and leaving some $44,000,000 
for the common stock, or better than 
$2 per share. 

“When one considers that the aver- 
age earnings of all of the national 
banks in the country for a period of 
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ten years prior to the beginning of the 
war in 1914 were equal to approxi- 
mately 10% on the total capital (capital 
and surplus) employed in these banking 
institutions, it seems most conservative 
to expect that an industrial organization 
such as General Motors should have no 
diffeulty in realizing 10% on capital 
employed, for the reason that the 
greater hazards incident to capital in- 
vested in an industrial enterprise as 
against capital invested in the banking 
industry should be entitled to greater 
return by reason of the greater hazard.” 


The Future of the Shares 


I told Mr. Raskob that the situation 
in General Motors was very like that 
which obtained in U. S. Steel early in 
1904, when the preferred stock was 
selling at 50 and the common below 10, 
these prices indicating that most of the 
water had been squeezed out of the 
capitalization. 

“That is true,” said he, “and while 
we may say frankly that the price of 
the shares is the result of legitimate 
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as we know no attempt has been made 
to control the market price of the stock 


of people are purchasing the preferred 
and common shares in combination, 
depending upon the dividends on the 
former to carry the latter.” 


I explained that this method was in 
vogue at the time U. S. Steel common 
sold at $10 a share, and that in 
Tue Macazine or Watt Srtreet’s In- 
vestment and Business Service, some 
weeks ago, we had recommended to 
our subscribers that those who wished 
to take a long look ahead, and who be- 
lieved in the company’s future, might 
benefit in this way. With one share of 
6% preferred, then selling at 72, and two 
shares of common costing about 17, 
the total cost of the three shares would 
be 89, on which $6 per share dividend 
on the preferred would give a return 
of 6.7% on the combined investment. 

My conclusion as a result of this 
interview was that the stockholders of 
General Motors have reason to con- 
gratulate themselves upon the present 
management of the company, which is 
solidifying its organization and placing 














supply and demand, and that so far I have been informed that a number (Continued on page 643.) 
industrial Oil Mining 
In t j Indi t 
. * 7 . . 
Current Earnings—Dividends—Working Capital 
Dollars Earned Per Share in 1921 Present Yield 
: —_—__—_—_—_—_-——__*~—— -—— ~ Divi- on Recent 
First Second Third Fourth a Twelve dend Recent Price 
Industrialse— Quar. Quar. Quar. Quar. mths Months Ratet Price % Remarks 
Allis-Chalmers ....... 1,89 1,34 0,51 0.37 abel 4.11 + 44 9.1 Working capital, $24,000,000. 
American Can com..... Leesees oat aon pies ab 2.76 40 Working capital, $29,750,000. 
Amer. Druggiste’ Syndicate. . : . . oni def. def. 6 1921 deficit, $8€3,568. 
Amer. Hide & Leather pfd.. def. 2.00 1,60 1,65 def 66 1921 deficit, $550,257. Working capital, 
; $5,000,000. 
Amer. Locomotive com....... 12,10 6 110 5.5 Working capital about $42,000,000. 
Baldwin Locomotive ......... mF 18,22 7 106 6.6 Working capital, $41,790,000, 
Butterick Co. ... coaminniaiaes — : ee 3.99 oa 31 Estimated earnings 1921, $8 a share. 
Central Leather ............. def. def. def, surp. def. def 33 1921 deficit, $11,651,425, 
GOD GEER cccccccccecccocece 0.90 1,90 2.20 on He 4 45 8.9 Now operating on low priced sugar. 
Colorado Fuel & Iron........ 1.59 def. def. - ae 27 . Nine months’ deficit, $579.094, 
Consolidated Textile : es ‘ eee ' def. 12 Six months’ deficit. $€73,777. 
Corn Products com.......... 1.70 1.88 3,96 : ean 6 103 5.8 Working capital about $30,000,000. 
Endicott Johnson ......... ° ae _ ° 4.29 5 79 6.3 Working capital, $20,000,000. 1921 ecarn- 
ings about $11. 
Famous Players 6.42 6.60 4.42 ; oy 81 9.9 Working capital, $10,000,000. 1921 earn- 
ings about $20. 
General Motors ........... 0.31 9 Working capital, $125.C00.000. 
Gulf States Steel............ . - - 7 Nine months’ deficit, $392,806. 
Internat. Motor Truck com def. 0.89 def. : 27 Nine months’ deficit after preferred divi- 
dend ends, $300,000. 
Lackawanna Steel ..... 0.01 def, def. def. 47 Nine months’ deficit, $2.709,295, 
Pierce Arrow pfd...... def. def. def. def. 30 Nine months’ deficit, $4,000 000, 
Republic Iron & Steel com def def. def. def. 52 Nine months’ deficit, $3,939,972, 
Stewart-Warner ..... : . “oe -as 2 33 6.0 Nine months’ earnings, $1.59, 
Stromberg Carburetor , , sas 0.68 39 Working capital, $1.000.000, 
Studebaker com. .. 3.23 6.83 5.15 : ne 7 96 7.3 Working capital, $30.000.C00, 
. S. Steel com 1,80 0.35 def, sia 5 93 5.4 For nine months earned $2.03 on common. 
Vanadium ....... , » een def. ; 35 Six months’ deficit, $64,204, 
Caddo ‘Contral 
addo Central ... — baa ‘ def, a0 11 St ths’ defi 22 
California Petroleum $72 407 1.63 ans 49 : Working capital, $2,650,000, 
Cosden & Co....... : - 2.71 2.50 35 7.1 Earnings before depreciation, 
General Asphalt .. ee def. 62 Six 5 deficit, $911,557, Working 
capital, . 850,000, 
Houston Oil .... 8.00 0.89 0.90 , 76 Earnings before depreciation, but do not 
include lumber sales. 
eee Ge sccuces 0.53 0.02 0,06 : 2 Properties in Mexico. 
Mexican Petroleum a = 7s 17.50 12 120 10 Net ourrent assets, $14,000,000. 
(| Middle States Oil. . a 2.06 1,20 18 9.2 Earnings before depreciation. 
Pacific Oil ....... 1,43 1,42 0.94 foil 3 47 6.4 Earnings after depreciation. 
Pan-American A.. api oes 6,07 6 54 11,1 Owns 70.5% of Mex. Pet. com, and 75.2% 
e pref. 
Pierce Oil com... def. a Six months’ deficit, $2,348,183 
5 — + - ois 4 Net current assets, $50,000,000 
we bining— eesesc } § Earnings before depreciation. 
merican Smelting com. . def. 46 Six months’ deficit. 208,96 
American Zine pfd.. def. def. def. def. 39 Nine morths’ doncit, $198 390, 

MD ccdeccccsses hes sae eee ; ef. : 25 Six months’ deficit, 57,746, 
International Nicke! def. def. def. : nes - 12 Deficit 9 Hy Ty -y*% $1,042,746 
Nevada Consolidated . def. def. van def. 14 Six months’ deficit, $286,402, ° | — 
Ray Consolidated ........... def. def. def. 14 es Six months’ deficit, $551,505. 

Utah Copper def. def. def. 2 62 3.2 Six months’ deficit, $534,057, before com. 
divs. 

TDividend rate given covers regular declared dividends on yearly basis. Extra or stock dividends are indicated in foot notes. 

a 
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Westinghouse Electric & Manufacturing Co. 





One of the World’s Great Industrial Corporations 


Great Improvement in Financial Condition—Business 
on the Up-Grade—The Position of the Dividend 


ESTINGHOUSE ELECTRIC & 
W MANUFACTURING CO. needs 

no introduction to readers of this 
Macazine. Suffice to say that with Gen- 
eral Electric it practically controls the 
manufacture of apparatus involved in the 
transmission of electrical currents. As one 
of the very largest companies of its kind 
in the world, it is in a class with such 
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WESTINGHOUSE ELEC 
0 


WAY YEARS EADED MAR31. = ESTIMATED. 


giants as General Electric, United States 
Steel, General Motors, Allied Chemical 
and Union Carbide. 

Under conditions which existed in the 
industrial world during the major part of 
1921, it was not to be expected that even 
Westinghouse Electric, with its world- 
wide prestige, should have totally escaped 
the effects of the disastrous decline in 
business. Yet, when the general condi- 
tions which obtained in that period are 
taken into consideration, it will be seen 
that the company really made an unusually 
good showing. 

Thus far the fiscal year ended March, 











1922—based on actual earnings for the 
first nine months of the year—Westing- 
house will have earned about $4 a share, 
which about covers the regular dividend 
on the common stock. This, as said be- 
fore, is not such a bad showing consider- 
ing the prevalent conditions, even when 
earnings of $8.43 a share in 1921 and $10.16 
a share in 1920, are considered. However, 
in those two years abnormal conditions 
prevailed throughout the world and a fair 
comparison cannot be made between earn- 
ings for the 1922-fiscal year and those of 
the two previous years. 


Improvement in Finances 


Notwithstanding the unfavorable condi- 
tions under which Westinghouse was com- 
pelled to operate in 1921, its financial posi- 
tion was materially strengthened. Inven- 
tories were reduced about 33%, from $80,- 
700,000 to about $55,000,000. Notes and 
accounts receivable came down from $42,- 
200,000 to around $28,500,000, and accounts 
payable were reduced from $6,600,000 to 
$4,000,000 less than this amount. 

At the same time, bank loans which for- 
merly stood at $20,775,000 were entirely 
wiped out. The company now has $12,- 
000,000 in cash and securities. These re- 
sults are remarkable when it is consid- 
ered that billings during the fiscal year 
were at the rate of only 75% of the pre- 
vious year. 

Since November the company has 
shown an improvement with regard to the 
volume of business carried on its books, 
particularly in the basic lines. This im- 
provement has largely been since continued 
and the outlook, generally, is for a more 
active and prosperous year for the com- 
pany. 


Outlook for 1922 


Westinghouse is engaged in the manu- 
facture of electrical equipment and is one 
of the most important companies in this 
field. It is also largely interested in the 
manufacture of railroad supplies, and the 
fact that the carriers are now showing a 


disposition to enter -the equipment field on 
a larger scale than for a considerable pe- 
riod, suggests a very definite field of ex- 
ploitation for the company during the 
coming year. The railroads, as a whole, 
are coming into a better financial position, 
and this should be of great benefit to all 
their regular customers, of which West- 
inghouse is one. 

It is significant that the company has 
earned a very fair balance for its common 
stock in the past eleven years. In this 
respect it is one of the most consistent 
among the industrial companies. In this 
period it earned a total of about $82 a 
share on the junior stock, at the same time 
paying out only $29 a share in dividends, 
leaving a surplus of $53 a snare. The 
company has at al] times been conservya- 
tive with regard to the rate of dividend 
distribution and, as a consequence, found 
itself in a splendid position to face the 





WORKING CAPITAL 
(as of March 31) 
Total Pershare | 


1915 .. $28,230,000 $37 
1916 . 31,244,000 20 | 
|} 1917. 57,236,000 35 
1918 .. 60,391,000 24 
1919 . , €9,694,000 31 
| 1920 70,894,000 42 
1921 90,590.C00 35 











difficulties occasioned by 
deflation. 

Westinghouse has made. generous allow- 
ances for depreciation and carries its 
property account at about the same fig- 
ures as in 1915, notwithstanding the in- 
crease in value. The equity behind the 
common stock on April 1, 1921, was valued 
at $76 a share. The stock is currently 
auoted at about 54 


the period of 


Capitalization 
The total funded debt of the company 
consists of $36,335,000 bonds, against total 
assets of $206,000,000. This is a compara- 
tively light charge against a company that 
(Continued on page 655.) 
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American Writing Paper Company 





Writing Paper Industry 


Passes Crisis 


Inventories Marked Down—Funded Debt Reduced 
—Prospect for Dividends on the Preferred Stock 


S has been the case with practically 
A all corporations in the paper in- 

dustry American Writing Paper 
Company in 1921 passed through a very 
trying period. The collapse in the writ- 
ing paper industry came in the latter 
part of 1920 when, out of an apparently 
clear sky, cancellations poured in from 
all over the country, and the market 
almost over night completely vanished. 
This company had heavy commitments 
for high-priced pulp and other material. 
but with orders for finished paper well 
in excess of the quantity covered by 
the raw material. Cancellations, how 
ever, put the company in a bad position 
and heavy losses in inventory account 
resulted. 

The experience of the writing paper 
companies was like that of ‘many other 
big industrial concerns. The demand 
disappeared so quickly that no oppor- 
tunity was afforded the manufacturer 
to save losses by offering his merchan- 
dise at price concessions. Such conces 
sions in fact would not have sold the 
goods as there was literally no market 
at.any price. As a result of these in- 
ventory losses and reduced 
American Writing Paper for the year 
1921 is going to show a good-sized 
deficit. The annual report of the com- 
pany has not yet been issued but re- 
liable estimates are to the effect that 
the deficit for the year will reach 
$1,500,000. This loss, while substantial, 
is not such a bad showing as it includes 
practically all the loss that the company 
will have to face in its inventory ac- 
count and it starts the current year with 
everything marked down to market 
prices. 


business 


Protected by Past Profits 


Fortunately the company was well 
fortified to stand the losses it had to 
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take in 1921 as it had built up a strong 
financial condition by withholding avi 
dends on its stock in the period ol 
inflation when large profits were 
shown. In the four years ended Decem 
ber 31, 1920, net income totaled 
$6,048,000, equal to 48.40% on the pre 
ferred stock and all of this has gon: 
toward strengthening the company’s 
financial structure. This has been 
largely reflected in its funded debt. In 
1915 funded debt stood at $17,000,000 
and working capital was $5,800,000, 
whereas now the funded debt is only 
about $9,200,000 and the working capi 
tal, after taking into account the losses 
sustained in 1921, about $6,000,000 


Through reduction in inventories the 
company is at the present time, in eas) 
financial condition. Its cash and ac- 
counts receivable total about $2,600,000 
as against current liabilities and ac 
counts payable of approximately $900, 
000. It is in a position, therefore to 
take full advantage of any improvement 
that may take place in its business. Of 
material advantage has been the col 
lapse in the pulp market in the past 
year, enabling the company to secure 
at very advantageous prices its supplies 
of raw material. Operations now are 
running at about 65% of capacity and 
while profits cannot be very satisfactory 
under these circumstances, the company 
at least is no longer showing red ink 
figures and the outlook is that, for the 
year 1922, there will be a moderat: 
surplus. 


New Marketing Methods 


In the past few years new blood has 
come into the management of this con 
cern and its efficiency improved. Under 
the administration of President Galliver 
several radical departures have been 
made in the company’s manufacturing 
and selling policies. These innova 
tions were instituted soon after he came 


“to the company and were continued 


vigorously during the past year. The 
wasteful multiplicity of brands and 
grades of paper, has been done away 
with and in the place of thousands of 
grades, merchandised through jobbers 
not interested in the company, it has 
standardized down to 60 grades. To 
day the company is marketing almost 
60% of its product through jobbers 
under its own well known brands. A 
few years ago less than 6% of its 
product was so marketed. 

For a long period of years before the 
war American Writing Paper reported 
very indifferent earnings considering 
the important position this company 
holds in the writing paper industry of 
the United States. It has been felt 
for a long time that the management 
was not as efficient as it should be and 


the indicated improvement in this 

gard should be considered by stock 
holders very important. Foreign com 
petition is of course now going to be a 
permanent factor in the company's 
affairs, but with reasonable tariff pro 
tection and efficiency in operation ther: 
would appear to be no good reason 
why this company should not be abk 
in the future to show reasonable profits 


Centralization of Operation 


American Writing Paper owns manu 
facturing plants, mill sites and water 
power principally located in Massachu 
setts and Connecticut with several prop 
erties in the middle western states 
The water and steam power developed 
in these plants is equal to 35,280 horse 
power, with a productive capacity of 
350,000 tons per day of high grade writ 
ing and book papers. The operatio 
of the organization, because of man) 
mill units has not, as already stated 
been very efficient in the past. Many ot 
the duplications in effort and unnecessary 
expense has been recognized and action 
taken to eliminate them. Centraliza 
tion of operation and control as now 
practiced by the company has alread; 
eliminated a good deal of the old time 
waste. 

Capitalization of the company con 
sists of $9,200,000 6% bonds, $12,500,000 
7% cumulative preferred stock and $9, 
500,000 common. These bonds were 
issued in 1919 and mature Jan. 1, 1939 
The bonds were to bear interest at the 
rate of 7% until the first semi-annual 
installment after the United States pro 
claimed war with Germany ended 
The interest payable July Ist 1922 and 
thereafter will accordingly be at the rate 
of 6%. These bonds are a first mort 
gage on the entire property of the con 


(Continued on page 651.) 
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AMERICAN WOOLEN 
Dividends Earned in 1921 


Before the bear market set in I purchased 
some American V'oolen common stock at a very 
high price. However, as I belived in the com- 
pany, because of its large working capital and 
valuable plants I purchased censiderably more 
at lower prices, bringing my average price down 
so that at present price of 84 1 can get out at 


@ small profit. Would you advise getting out of 
this commitment. with a whole skin while I can 


do so, or hold for a larger profit? I can afford 
to take a certain amount of visk.—R. J. H., 
Springfield, O. 

Considering the fact that American 
Woolen was carrying very heavy inven- 
tories it came through the period of de- 
pression in remarkably fine style. For the 
year ended December 31, 1920, the deficit 
after dividends was only $156,478. The 
big loss in inventories in 1920 was offset 
by the large earnings in the first six 
months of the year. In 1921 there were 
also losses in inventories to take, but in 
the last six months of the year operations 
were close to capacity so that these losses 
were counterbalanced. The full report for 
1921 has not been issued but it is semi- 
officially estimated that the 7% dividend 
on the common stock was earned with a 
small margin to spare. This showing in 
1920 and 1921 was rather remarkable when 
the fact is considered that inventories had 
climbed up to about $50,000,000 just be- 
fore the big drop in prices, and indicates 
the substantial character of this company’s 
business. 

The asset value behind the common 
stock is very large indeed. Working cap- 
ital alone is about $64,000,000 as compared 
with total capitalization of $40,000,000 7% 
cumulative preferred and $40,000,000 com- 
mon stock. When to this is added the 
very valuable plants of the company assets 
available for common stock total over $175 
a share. 

We do not believe that conditions as 
unfavorable as have just been passed 
through by this company are likely to be 
faced again and in view of the big work- 
ing capital and other assets the stock at 
present levels of 84 still appears to be 
relatively cheap, and our advice would be 
to hold for higher prices. 





REPUBLIC IRON & STEEL 
Long Pull Possibilities 


About two years ago, influenced by the large 
earnings and strong financial condition of Repub- 
lic Iron & Steel I purchased scme of the com- 
mon and preferred shares outright with the idea 
of holding for investment purposes. In view of 
the poor earnings and uncertain outlook I have 
become somewhat uncertain as to the desirability 
of holding these securities although at present 
prices they show a large loss. I can afford to 
do without dividends for a while and if these 
stocks have a geod chance of ultimately coming 
out all right wculd prefer to hold cn. What is 
your advice?-—A. F. H., Scranton, Pa. 


As is well known, the steel Industry is 
subject to periods of severe depression and 
unusual prosperity. The time to buy the 
steel stocks is when conditions are poor 
and the time to cash in profits is when 
the industry is booming. By selling now 
you would reverse this method. While 
improvement in the steel industry may be 
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slow sooner or later it is bound to come 
about and we believe it advisable to keep 
your stock as when conditions are better 
it will probably be selling at higher levels. 

During the war period Republic Steel 
piled up huge profits and as it was con- 
servative in dividend payments it built up 
a strong financial condition. It is, there- 
fore, well fortified to go through a period 
of depression. Another important point 
to consider is the possibility of a merger 
of the independent steel companies. While 
there is nothing definite in regard to this 
we believe it quite likely to occur. This 
would be of decided benefit as operating 
costs would be materially reduced. Re- 
public is prominently mentioned as one of 
the companies to be included in a merger 
and should this materialize it would, in 
our opinion, cause a substantial advance 
in the stocks of this company. 

For the nine months ended September 
30, 1921, the company reported a deficit 
after dividends of $3,939,972 and another 
deficit is expected in the last three months. 
In spite of these losses, however, the work- 
ing capital of the company is still around 
$20,000,000. Capitalization consists of $13,- 
374,000 bonds, $25.000,000 7% cumulative 
preferred and $30,000,000 common. For 
the six years ended December 31, 1920, 
$148 a share was earned on the common 
and $25.50 paid out in dividends. 

The dividend on the preferred stock has 
just been passed, but we do not believe 
it will be a very long wait before it is 
again resumed 


AMERICAN LIGHT & TRACTION 
Considerable Improvement 


! have been inclined to favor recently the 
purchase of good public utility securities, as I 
recard the outleck for this class of security 
favorable. Do you agree in this view? Have 
heen considering the purchase of American 
Light & Traction and would ehphreciate a few 
facts fron ot in vegard to it.—F. S., Hartford, 
Conn, 


American Light & Traction Co. is a 
holding company and controls through 
stock ownership valuable public utility 
properties in various sections of the United 
States. This company has shown satis- 
factory earnings over a long period of 
years, During the period of inflation 
earnings fell off somewhat due to higher 
operating costs. We agree with you that 
the outlook for the public utility compa- 
nies is excellent and earnings have already 
shown an upward tendency. For the year 
ended December 31, 1921, American Light 
& Traction reported $9.39 a share earned 
on the common stock, as compared with 
$8.08 in 1920. In view of the fact that the 
first quarter of 1921 showed a deficit after 
dividends of $503,334 it can be seen that 
there was a remarkable improvement in 
the latter part of the year. 

This company has paid dividends on the 
common stock without a break since 1904. 
At the present time dividends are being 
paid at the rate of 4% per annum in cash 
and 4% per annum in stock. 

The financial condition of the company 
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is excellent. As of December 31, 1921, 
cash on hand was $1,304,662 and accounts 
and bills receivable ‘$9,800,000 as against 
current liabilities of about $1,000,000. 
Capitalization consists of $6,000,000 6% 
gold notes due May 1, 1925, $14,236,200 
6% cumulative preferred stock and $27,- 
995,600 common stock, par $100. 

In 1920 the common stock sold as high 
as 204 and in 1919 up to 277%. In 1920, 
734% was paid in cash and 8%% in stock 
and in 1919 10% was paid in cash and 
10% in stock. There would appear to be 
good reason for believing that, with earn- 
ings improving and operating costs com- 
ing down, this company in the next year 
or so will be again in a position to pay 
more liberal dividends to stockholders and 
at present levels of around 113 we regard 
the stock as ari attractive long pull semi- 
speculative investment. 


NATIONAL BISCUIT *, 


A Strong Company } 


| have held 150 shares of National Biscuit for 
several years, regarding this in the light of a 
more or less permanent investment. As the stock 
has not increased its dividend [ have been won 
dering whether it would not be good policy to 
take my profits at present prices of around 135 
as this appears rather high fcr a 7% stock. What 
is your advice?—R, N, L., New York City, 


National Biscuit is one of the strongest 
of our industrial corporations. Its annual 
report for the year ended December 31, 
1921, showed a remarkably strong financial 
condition. Cash and United States Gov- 
ernment securities on hand totaled $13,- 
830,000 and accounts receivable $3,592,000 
as against accounts payable of only $1,060,- 
000. Working capital, including invento- 
ries, is over $20,000,000. This is undoubt- 
edly a larger working capital than the 
company requires to handle its business 
and the company would appear to be en- 
tirely justified in increasing its disburse- 
ments to stockholders. The recent advance 
in the stock undoubtedly reflects the opin- 
ion of investors that more liberal pay- 
ments will be made in the near future. 

The company has shown a remarkably 
consistent earning power over a period of 
years and is apparently unaffected by 
periods of depression. This was strikingly 
illustrated in the year 1921 when 13.48% 
was earned on the common stock, the 
largest earnings ever reported by the com- 
pany. Capitalization consists of $24,804,- 
500 7% cumulative preferred stock and 
$29,236,000 common stock. Dividends have 
been paid on the common stock without a 
break since 1899. For the past ten years 
7% has been paid. At present prices of 
around 135 the common stock would ap- 
pear to have already discounted a substan- 
tial increase in the dividend rate. While 
even at present levels we regard it as at- 
tractive for the long pull it might be ad- 
visable to take profits on at least part of 
your holdings and switch into some other 
security that has not advanced so much 
and pays you a larger return. A sugges- 
tion is Westinghouse Electric paying $4 
and ‘selling around 55. 
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UNITED STATES STEEL 
A Good Investment 

What do you think as to the advisability of 

olding pune States Steel common? I am the 

wner of fifty shares, for winch I paid 97.— 
. M. E., Detroit, Mich. 

United States Steel by a conservative 
lividend policy has piled up huge assets 
»hind its common stock and we regard 
it as an excellent security to hold for the 
long pull. The indications are that there 
is some improvement in the steel industry 
at the present time. Sooner or later an- 
»ther boom in the steel industry is pretty 
sure to come and when it does, we feel 
juite confident that U. S. Steel common 
vill go a good deal higher than the price 
you paid for it. Of course, no one can 
forecast just when the steel business will 
be on the crest of the wave again. Steel 
common, however, is still paying its 5% 
and even if the depression lasts for some 
time, we do not think that there is any 
likelihood of the dividends being reduced 
vecause of the company’s very strong 
‘nancial condition. 


CONSOLIDATED TEXTILE 
Has Strike on Hands 


May I be favored with your opinion concern 
ing the general financial condition of Consoli- 
dated Textile and the possibilities of its stock 
as a spec-vestment?—M. E. H., Albany, N. Y. 

Consolidated Textile for the first six 
months of 1921 reported a deficit of $673,- 
777, after calculating inventory deprecia- 
tion and all other charges.’ In the last 
three months of operation in 1921, the 
company was able to show a small bal- 
ance after charges. The company has just 
proposed a wage cut of 20% to apply to 
the employees of the Knights mill. It is 
estimated that this reduction will result 
in the saving of about $1,000,000. As a 
result, six out of the seventeen mills have 
gone out on strike, but very likely the em- 
ployees will be brought to terms in the 
near future. The company still has rather 
large bank loans, but as operations were 
close to capacity recently, it is understood 
that the condition is not critical. 

We believe the stock to have rather at- 
tractive speculative possibilities, but would 
prefer Tennessee Copper selling around 
10. The latter company is in a strong 
financial condition, has favorable sulphuric 
acid contracts, and we look for it to do 
hetter 


U. S. REALTY 
Earnings Increasing 


Several times I have been on the point of ask 
ing you for a report on some company, but as ] 
keep a file of the Magazine I have always been 
able to find what I wanted. I presume you have 
reported on United States Realty & Improve- 
ment but I haven't happened to notice it and 
would appreciae a few words in regard thereto 
What other companies might be benefited by 
increased construction throughout the country’? 
—G. G. A., Baltimore, Md. 

United States Realty & Improvement for 
the year ended April 30, 1921, earned 
15.39% on its stock as against 5.55% in 
1920. Earnings this year are expected to 
be further increased by greater income 
from real estate investments due to long 
term leases and already made and effective 
May 1, 1921. This company controls the 
Geo. A. Fuller Company and in September 
of last year it was announced that the lat- 
ter company had closed contracts amount- 
ing to over $14,000,000 since May Ist. 
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Claims have been filed against New York 
City amounting to $1,500,000 in connection 
with the subway contract. It is believed 
that the company has a good chance to 
recover at least part of this money. 

Balance sheets as of April 30, 1921, 
show good financial condition with work- 
ing capital of $2,200,000. Capitalization 
consists of $11,930,000 5% bonds due July 
1, 1924, and $16,163,800 stock, par value 
100. The last dividend was paid Febru- 
ary 1, 1915, but in view of the greatly 
improved position of the company there 
is good reason to believe that dividends 
will be shortly resumed. We regard the 
stock as an attractive speculation. 

Other companies that should benefit by 
increasing construction throughout the 
country are American Radiator and Na- 
tional Lead. 


HIGH YIELD BONDS 

Safety Usually Depends on Earnings 

How is it that bonds yielding as high as 8% 
are advised by supposedly reliable pecple as safe 
investments when many issues can not be bought 
to return more than 6%? Would appreciate a 
few werds of explanation in regard to this.— 
“. F. J., Mt. Cory, Ohio. 

Of course if you purchase a bond that 
yields 8% you are assuming a greater de- 
gree of risk than if you purchase a gilt- 
edge security which yields you 514%. In 
other words, when you purchase a bond 
that returns a high yield you must use a 
great deal of discrimination, whereas if 
you purchase a gilt edge security you can 
feel pretty secure, no matter which one 
you buy. As a rule, the safety of a bond 
which yields 8% is dependent to a large 
extent on how earnings of the property 
on which the bond is a mortgage can be 
maintained. Whereas in the case of a 
gilt edge security the margin of safety is 
so great that as a rule earnings could be 
cut in half or even to one-third without 
affecting the status of the bond. 

We would not advise putting a very 
large percentage of your principal into 
any bond issue which yields as high as 
8%, but frequently bonds of this character 
are suitable for a business man to invest 
a certain portion of his funds, 


——— 


CONSERVATIVE INVESTMENTS 
In Bonds and Preferred Stocks 


Will you kindly name about four good pre 
ferred stccks that you consider the best for 
the investment for a person putting all she has 
into them. Also four god bonds. If the pre- 
ferred st ks can be retired please state the con 
ditions. I do net care for short time bonds.— 


Cc. N. C., New York City. 

In accordance with your request, we 
take pleasure in giving you below four 
bonds which we consider will answer your 
purpose : 

Duquesne Light 6s of 1949, approximate 
price 101, yield 5.95% 

Kingdom of Sweden 6s of 1939, approx- 
imate price 96, approximate yield 6.35% 

N. Y. Telephone 6s, 1941, price 103, 
yield about 5.75%. 

Penna. R. R. general mortgage 4%s 
1965, price 8734, yield 5.35%. 

The four preferred stocks we would 
recommend are given below: 

American Can Co., 7% preferred, price 
98, yield about 7%. 

Baldwin Locomotive 7% preferred, price 
106, yield about 634%. 

International Harvester 7% preferred, 
price 106. 


United Cigar Stores Co, 7% preferred, 
price. 106. 

Baldwin Locomotive preferred is re- 
deemable as a whole at 125; United Cigar 
Stores Co. preferred is redeemable by the 
company at $140 per share. In the event 
of voluntary dissolution, this stock shall 
receive $140 per share; if involuntary 
liquidation $100 per share and all unpaid 
accrued dividends before any distribution 
is made for the common stock. The pre- 
ferred stocks of the other three companies 
named have prior claims to assets and 
unpaid interest, before any payments can 
be made on the common. American Can 
preferred and International Harvester pre- 
ferred are not callable, 





OWENS BOTTLE 
An Attractive Speculation 


1 have been looking for a icw priced dividend 
faying stock that appears tu have a good chance 
of advancing in price. Am considering Owens 
Bottle. What do you think of it? —H. K. F., 
Rockferd, Til. 

Owens Bottle Co. for the nine months 
ended September 30, 1921, reported earn- 
ings equal to $1.42 a share on the common 
stock. This compares with $5.03 earned 
in the same period of 1920. The company 
is the largest manufacturer of bottles in 
the world and is also the manufacturer of 
the “Owens Automatic Bottle Making 
Machine” and the “Graham Automatic 
Bottle Making Machine.” For the year 
enced December 31, 1920, the company 
earned $8 per share on the common stock 
and about $5 per share in 1919. The bal- 
ance sheet of the company as of December 
31, 1920, showed a strong financial condi- 
tion with working capital of $9,304,000. 
Capitalization consists of $9,450,200 7% 
preferred stock, par $100, and $17,371,900 
common, par $25. Dividends are now be- 
ing paid on the common stock at the rate 
of $2 per share per annum. This com- 
pany has shown a distinctly good earning 
power over a long period of years and at 
present prices around 28 we regard the 
common stock as having good possibilities 





AMERICAN SUMATRA 
Dividends on Preferred 


I have in mind the purchase of American 
Sumatra preferred stock at present prices of 53. 
What do vou a a of at? Will the dividend 
he maintained?’—S. B. C., Washington, D. C 

It is provided in the indenture of Ameér- 
ican Sumatra Co. 7%4% notes that the net 
working capital must be maintained at 
175% of the notes outstanding in order 
for the company to pay any dividends 
The notes outstanding total about $6,190,- 
000. This would require the company’s 
werking capital to be maintained at $10,- 
700,000. As of July 31, 1921, the working 
capital was $11,844,000. In the past six 
months losses in inventory have re- 
duced its working capital to a figure where 
the bond provision is not satisfied, and 
for that reason the preferred dividend was 
recently omitted. There is only $1,963,- 
500 7% preferred outstanding, and we 
should say this preferred stock should ul- 
timately work out all right, although divi- 
dends may have to be withheld for a while 
In our opinion it would be advisable in 
purchasing to place your order somewhat 
under the market as it may have further 
reaction from present price of 56. 


(Continued on page 636) 
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Courtesy National City Co 


O. I want to start investing. How shall I do it? 

A. Start saving. Try it for six months. Then you 
will know (1) how much you can manage to save, and 
(2) how capable you are of mastering your own im- 
pulses to spend. 

* ~~ x 

Q. Suppose I manage to save six or seven dollars a 
week. What can I do with that? 

A. A lot more than you think. Wait till you have 
$50. Put that in the Savings Bank as a base. Then, 
add to that base, the amount you save each week. Sup- 
pose you save $6.25 a week. By the end of one month, 
you will have $25. By the end of six months you will 
have $150. Take that $150 (notice that you have not 
disturbed your “base”) and invest it at the best income 
rate you can secure, without undue risk. You should be 
able to average close to 6 per cent. Keep on investing 
this $150 semi-annually, and also persistently reinvest 
both your principal and interest. 

* * * 

Q. What tvpe of security should I select for these 
snvestments ? 

A. The securities you buy will vary. There will be 
times when only the highest grade bonds will be suitable. 
There will be other times when you can afford to buy 
industrial common stocks. Your opportunities in the 
latter class will permit you to increase your income 
return in some years. This will make up for the lower 
income return you will have to accept in other years. 

* * * 


Q. Should I let my investments “stand,” once they 
are made? 
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- The Investor’s Success Catechism 


A. By all means, do not! Much of your success 
will depend (1) on the care and thought you exercise 
in your original selections and (2) on the judgment you 
exercise in revising your holdings, from time to time, 
later on. 

You don’t need to lie awake nights and worry about 
your holdings. But you ought to go over them, 
thoughtfully, at least once a month; and, in bad times, 
more often. If in your own unprejudiced judgment, 
you decide you have made a bad investment at any time, 
switch out of it at once. 

i 


O. Wont revising my list cost me some interest? 
A. Not permanently. As time goes on, you will find 
offsets to momentary income losses. 


* * * 


QO. What will this plan lead to? 

A. It depends upon how long you keep at it. The 
rewards of persistence are almost infinite. 

If you follow up this plan for ten years, your holdings 
will be worth $4,000. If you keep at it for 20 years, 
they will be worth $11,000. If you start at the age of 
21, you will have over $48,000 by the time you are 60, 
or enough to pay you $50 a week income for the rest 


of your days. 
e' e's 


QO. Do you believe in this plan? 

A. Thoroughly, definitely, unequivocally and with- 
out reservations. It is the ideal combination of common 
sense, conservatism and progressiveness. 
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What One Investor Is Doing 


Taking Steps Toward Financial Independence 
By “THIRTY-FIVE” 


pS leaving college, a very success- 
ful man gave me some financial advice 
which I have always remembered. He 
said: 

“When you spend a dollar and I spend 
i dollar, it looks to be just the same 
dollar, but it is not! Leavirig out of the 
juestion entirely the amount of money 
hat you have and that I have, the fact 
remains that if you saved your dollar and 
invested it at 6% or 7% it would be two 
when you are thirty; four when you are 
forty and eight when you are fifty. So, 
you see, I can spend eight dollars at my 
time of life” (he was fifty then), “and still 
e spending just the same amount as when 
you spend one dollar at yours. Therefore, 
if you intend saving anything, the earlier 
you start the better it will be for you.” 

Shortly after this, the Panic of 1907 
ame along to end our “financial debauch’ 
and stop construction work on the Castles 
in Spain we were building at the time 

From this panic I learned another fu 
damental of investing: 

I had saved a few hundred dollars which 
| was advised to invest in a mining venture 
in South America. The advice came from 
some one whom I respected, and had 
reason to respect. I acted on this advice; 
and it wasn’t long before I realized that, 
honest the company may hav 
advice concerning its future was 


however 
been, the 
very bad 

Poor Policy 


The experience taught me that it is 
a very poor policy to work hard and sav« 
money, without doing studying 
against the day when you wiil want to 
invest your money,—that is, have it d 
the working and saving for you. 

I then began the study of investing, 
to learn how to translate my labors into 
good, hard-working, honest dollars. | 
was determined to learn how to put dol- 
lars properly to work myself 

Strange as it may seem, the stud) 
proved to be a source of a great deal 
enjoyment to me. Far from boring me, 
it proved a most fascinating study. Per- 
haps I was particularly suited to it, men- 
tally. 

But even if I had not been interested in 
the study, I think I should have gone on 
with it, if only for the “dividends” I 
knew it would pay! Study of this sort is 
a kind. of investment “insurance”; and the 
premiums are hard work 


some 


An Important Lesson Learned 

One of the chief lessons I learned was 
the value of patience, more patience and 
still more patience! And my observations 
since then have proved the need of a 
more general understanding of the im- 
portance of this quality. How many 
people I have seen who would not wait 
the proper time and the proper opportunity 
before making a commitment—unwilling 
to forego a day’s interest on their funds! 

Also, I have learned to distinguish be- 
tween “temporary” and “permanent” in- 
vestments, and between the proper times 
for each sort. When money commands 
low wages (interest) I keep my surplus 
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funds in savings banks, short term notes, 
mortgage certificates, or certificates is- 
sued by the sound companies that handle 
commercial paper, or even in the strong 
building and loan associations. I am par- 
ticularly careful of my principal in such 
times as this, making sure that it will be 
available at short notice. When money be- 
comes scarce, and interest rates are high, 
1 consider it the time to switch from 
my “temporary” to my “permanent” in- 
vestments, 


“Quotas 
\When making my purchases, I confine 
myself to certain set quotas. Thus, I be- 
lieve that the surest results are to be had 
from allotting 30% of my funds to mort- 
gage bonds, 30% to convertible bonds, and 
40% to stocks. This plan reminds me of 
an English system, which is quite general 
ly practised and works—sometimes: It is 
to place no more than 10% of 
vestment funds in speculative 
Then, if the speculations prove protitable 
part of the money so used is retained for 
speculation and the other part is removed, 
to be kept only for investment purposes 
lf the speculations go. wrong, no more 
speculating is attempted until the principal 
been built up. 


Securities Held 
The securities held by the 
present, or in process of being bought, in- 
lude the following: 
Liberty 3rd 4%s. 
jherty 2nd 4%s 


one’s in- 
ventures 


has again 


writer at 


U. K. G. B. & I. 5%s. 
French Loan of 1920 8s. 
Norfolk & Western conv. 6s. 
Chgo., Mil. & St. Paul conv, 4s 
Cc. & O. 4% 
Atlantic Coast L. 4s, 1934, 
= Y. Central conv. 6s. 

. L. & San Francisco adj. 6s 
c R. 1. & P. refd. 4s. 
Detroit Edison conv. 7s. 
Am, Tel. & Tel. conv. 6s. 
Am. Tel. & Tel. conv. 4%s. 
Buffalo Gen’l. Electric conv, 6s 
Am, Light & Traction conv. 7 
RB. F. Goodrich conv, 7s. 
Ohio Cities Gas conv. 7s. 
Chile Copper conv. 6s. 


s 


STOCKS 


southern Pacific, 
L. & N. 

Atchison 

Union Pacific. 
Alabama Gre at & 
Cosden & C€ 

B. F. Ge ods rich. 


uthern pfc 


It will be noted that a great majority 
of my bond holdings are convertible bonds. 
I consider a good convertible bond the 
best medium for spec-vestment that there 
is. While you hold it, you keep the whip- 
hand over creditors; and you can switch 
from it, if you like, and become a partner 
in the enterprise. 

This list suits my individual needs, but 
of course should not be used as a stand- 
ard by anyone dependent upon his income 
for his maintenance. The list gives a 
present market value of about $20,000; and 
providing the writer lives on his other in- 
come, this will have grown to $40,000 when 
he is forty-five. 

Of course, the list 
vised, from time to time 
litions 


will have to be re 


*, according to con 


In Closing 

writer would say that he 
coupled with study of 
importance only to 
calling. 


In closing, the 
thrift 
nance secondary i! 


nsiders 


e pursu.t of The chosen 





What Books Shall I Read? 
Three Selections for Three Types 
By THE LIBRARIAN 


ue question, “What Shall I Read?” 
cannot be answered unless further in- 
iormation concerning the questioner is 
jorthcoming. Applied to investors, for 
is necessary to first determine 
investor already knows 


instance, it 
mw much the 
\ssuming that an 


that make them as plain as 
A BC. The book has a practical and 
strong appeal to the solid investor, who 
is honestly determined to know what he 
is doing 

For the more 


illustrations 


advanced investor? 


Well, why not “A 

















investor had just [ff Century of Prices,” 
started in, this li- THREE GOOD BOOKS* written for former 
brarian would re- Prepaid Senator Theodore 
peat the recommen- pi ty - $8.20 E. Burton, who is 
dation made in a Practical Points on Stock Trading.. 2.10 |} mow in the House, 
previous issue: Read By Scribner Browne. and G. C. Selden, 
ae Rae 4 | ty UO sa 2.10 formerly managing 
I amous_ book, G. C. Selden, editor of THe Mac- 
Money and Invest- ay ee — AZINE OF WALL 
ments This is the or through The Magazine of Wall Street. STREET The book 
investor's primer || iM __j] contains half a dozen 
and, withal, one of graphs which, as 
the most practical and understandable in- a record of market-movements over a 
troductions to finance that we know of. long period of years will not, probably, 


lf the investor already has a good 
grasp of the fundamentals, and wants 
slightly more advanced reading, let him 
take up “Practical Points on Stock Trad- 
ing.” written by Scribner Browne. Here 
is a book that makes no bones about tell- 
truth; that discusses things like 
Call” in language and with 


ing the 
“Puts and 


be found elsewhere. It is a fascinating 
study of the inexorable price-swings, 
short and long, which characterize the 
business calendar. There are, of course, 
hundreds of other books, equally well © 
adapted to individual cases. But they can- 
not be recommended, very well, until those 
individual cases are known 
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Points for Income Builders 


What the Requirements Are for Success in Investing 


Tus department, being put here for 

the purpose of making Wall Street 
plain, clear and understandable to ll, 
it should not be 
amiss to discuss, 
briefly, the different 
forms of investing 
money that there 
are; to describe the 
qualifications neces- 
sary for success 
along these lines; 
and thus, perhaps, to 
“steer” the newcomers to the world of 
finance into safe channels. 





Active Trading 

Active trading—“speculating in securi- 
ties”—is the least understood process in 
the world. 

Most people seem to consider it a sort 
of game, in which luck is predominant 
and where personal qualifications have 
very little significance. 

As a matter of fact, active trading in 
securities is a science, to be studied as a 
science, and to be held in the respect that 
all other sciences command. 

The individual who trades actively in 
the securities market must have three 
qualifications : 

(1) He must have the characteristics— 
or the temperament—of the successful 


trader. Those characteristics, in the 
main, are: 

Patience, 

Courage, 

Shrewdness. 


The importance of these characteristics 
cannot be overestimated. The impatient 
man, having purchased a promising secur- 
ity, will never profit from his purchase if 
he insists upon immediate results at all 
times. Some of the largest market profits 
made, are made after the general public 
has been “tired” out of its holdings of a 
certain stock. 

A case in point was that of a certain 
well-known copper stock. The company 
represented by this stock made a very rich 
“strike.” The news of the “strike” was 
freely circulated, against the wishes of the 
insiders. Outsiders, naturally, bought 
heavily of the issue. Result: The news 
was not allowed, by various methods, to 
put the stock up; for no less than two 
months the issue remained at close to one 
price. As time wore on, more and more 
of the “outsiders” grew discouraged—im- 
patient—and sold their shares. When, 
and not before, the people who wanted 
these shares got control of them, the stock 
shot up from below 20 to very close to 70. 


The Rewards of Courage 


Courage is richly rewarded, just as tim- 
idity is penalized in the securities market. 
It took a lot of courage to buy stocks just 
after the war in Europe started; but the 
investors who marshaled up enough cour- 
age to do that buying made enormous 
profits. Those who lost faith in the coun- 
try, in its industries—they must have even 
lost faith in its Government—and tossed 
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their holdings overboard, were 
richly penalized for their timidity. 

“Shrewdness” ought to be talked more 
about. It is the third essential charac- 
teristic in Wall Street. ‘“Shrewdness” is 
nothing imaginary, intangible, illusory; it 
is a plain, matter-of-fact characteristic— 
so plain and matter-of-fact that it almost 
has dimensions. Furthermore, it is a 
qualification that one can develop in him- 
self. 


Shrewdness is the ability to analyze your 
“hunches,” to tear your natural impulses 
into shreds, and examine each shred for 
the slightest vestige of the impracticable 
or the visionary. It is the ability to sepa- 
rate your brains from your emotions. 
It is the capacity for stepping out- 
side of yourself, looking yourself 
over as you would look over any fellow 
that came to you and said he could “dou- 
ble the profits of your business,” weigh- 
ing every argument that self puts forward, 
impersonally, cold-bloodedly, methodically. 


The News 


(2) The active trader must be in in- 
timate and constant touch with the market 
and with the news affecting it. To the 
fellow whose whole fortune is represented 
by a corner store, an earthquake 3,000 
miles away need have no fears. It won't 
hurt his trade any. But to the man who 
is jumping in and out of U. S. Steel or 
General Motors, or any one of the hun- 
dred other nationally held securities, such 
a piece of news may be his breaking or 
his making, depending upon how soon he 
hears of it. 


just as 


The active trader can’t trust the securi- 
ties market out of his sight. And the 


sooner those who contemplate such trading 
realize this fact, the better it will be for 
them. 

(3) The active trader must have am- 
ple resources. The man who comes to 
Wall Street with $754.30, who establishes 
himself in some imposing board room and 
starts trading in 50- or 100-share lots, is 
more or less of an ass. (We might just 
as well use harsh words now; it may keep 
a lot of people from attempting things 


that they are not’ equipped to accom- 
plish. ) 
How much should the active trader 


have? Well, naturally, that depends upon 
what stocks he’s going to trade in, what 
size lots he’s going to deal in, and so 
forth. But the requirements can be gen- 
eralized. 

If you intend to trade in and out at 
least once or twice a week, and in 10- 
share lots, you should have not less than 
$2,000 cash, free, clear, unencumbered and 
stringless, if you intend to hold several 
commitments at a time. You will need 
that much over and above the probable 
total cost of your first commitment, be- 
cause that commitment may go wrong, or 
you may want to add to it, or for any 
one of a number of other reasons. 


Importance of a Surplus 


Furthermore, this $2,000 should not and 
must not represent your only means, or 
anything like your only means. You 
should have ample other sources of in- 
come, and you should have ample addi- 
tional principal safely invested and not to 
be touched. Active traders, because they 
may reap big harvests, have to risk tak- 
ing large losses. There's no use hoping 
that some beneficent Providence will pro- 
tect the individual You. Wall Street is 
no respecter of persons, 


(Note—Other forms of investing surplus funds 
and the requirements for success will appear in 
this department in later issues.) 





How Much Will 


The following table shows what sav- 
ings of from $5 to $60 per month will 
amount to at the end of various periods 
of time, if invested at 6%, if interest com- 
pounded semi-annually, and if both prin- 
cipal and interest be persistently re-in- 
vested at the same average rate. 

Suppose you are saving and investing 
at 6%, the sum of $50 per month (about 
$12.50 a week) and that you want to know 


You Be Worth? 


what you will have 20 years from now 
Find the figure 20 in the year column and 
$50 in the savings line. Where the two 
converge, the amount of your ultimate 
principal is shown. 

Thus, if you save and invest only $50 
a month for 20 years—or during the time 
when money-earning is easy—you will be 
worth over $22,000 at the end of the 











Year $5 $15 

Oe ae al toned e td aa att tas weal $343 $1,031 
Dt Gbtiene-dbenkenecteen 806 2,418 
——a—— ee 916 2,748 
— agbab AONE 1,082 3,098 
DD scscencdeeecees dcaut 1,156 3,469 
a ibdevtsndamowesathee 1,287 3,863 
ee ee 1,427 4,281 
ET 2,262 6,786 
oe 8,383 10,161 
EUS 4,891 14,674 
eS i plo 6,917 20,753 
OS hee ie 9,640 28,922 





period. 

Monthly Savings aaa 
$30 $50 $60 
$2,057 $3,438 $4,114 
4,836 8,061 9,673 
5,496 9,160 10,992 
6,196 10,327 12,393 
6,939 11,566 13,879 
7,726 12,879 15,452 
8,563 14,272 17,127 
13,572 22,620 27,144 
20,323 33,239 40, 646 
29,349 48,915 58,698 
41,506 69,177 83,013 
57,844 96.408 115,689 
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_ It’s Less Expensive to Own Your Home! 


An Opinion Based on Dollars and Cents 


By ROBERT SAUNDERS DOWST 


(4) He must pay for insurance 




















Y opinion that it is more 
profitable to own a 





home than to pay rent 
rests on a basis of figures, of 
dollars and cents—yet, para- 
doxically enough, the chief 
incentive to home-ownership 


be 








$35 
som ) > 
5 YEARS 10 15 20 25 bi) (Ss) He en en yearly for 
heating (since the apartment 
- } ——e | } . } wail with which comparison is being 
made is heated by the landlord) 
— - eee ome $110 cosa ‘ otal of $765 
JHOME-OWNING VS RENT-PAYING[-———] Jf Sette S110 cosh total of Se 
Thus it appears that the 


tenant of the $65 apartment 





always has been and always 
will be the intangible values 
which a home of one’s own 
represents and largely creates. 
There is no dispute as to that 


is paying $780 a year for 
his living accommodations 
against the house-owner’s 
$765. But this is not the 
whole of the story. 





fact; the heat of controversy 
centers about the question 
whether it is profitable, in 
terms merely of money saved, 


Li 











to own rather than to rent, if 





CERTAIN CAIN 





An Important Point 
One of the charges against 
the home investment (that 
for depreciation or repairs) 
is really an item that ulti- 











the intangibles referred to 








above be not figured on the 


SY SSSA 





credit side of the ledger, but 
instead be completely ignored. ) 


I myself am now paying 














INDETERMINATE GAIN 


mately belongs on the credit 
side of the ledger. Thus: if 
the owner actually expends the 
3% of $5,500 valuation yearly 
($165) in painting, repairs, 














rent, but up to a few months 





etc., his property will always 





ago, when I made new busi- 
ness connections and moved 
half across the continent, 
lived in my own home. And 
this circumstance indicates an 
other point: Unless a man is 
permanently settled in a com 
munity, so far as human fore 
sight can tell, it may be un- 
wise for him to take on—possibly—un 
marketable real estate. Or, if his work is 
of such a nature that it is difficult for 
him to get back and forth from city to 
suburbs without too much physical effort 
it may be unwise. However, assuming 
that the individual is reasonably certain he 
will not have to move, and that he is in 
such a business that his hours permit easy 
commuting, then the question arises: 
Which is more profitable, in terms of 
dollars and cents, to own or to pay rent? 
And as actual cases are more illuminating 
than mere assumptions, I will state my 
own and develop the figures 


My Own Experience 


Back in 1916 I rented a five-room 
apartment, new, completely modern, in a 
good neighborhood of a mid-Western city, 
for $45 a month. At the time the town 
was somewhat overbuilt; hence the low 
rent. War conditions speedily altered 
things; in 1917 my rent was $47.50, in 
1918 it was $55, in 1919 it was $75 a month 
I learned that a further increase was 
coming, to $85, in 1920, and therefore began 
looking about for a house. I found a 
five-room frame bungalow, practically new, 
in a desirable neighborhood on the out- 
skirts of the city, and bought it for $5,000 

So much for the story; now for the 
comparison. In the first place, it is im- 
possible to justly compare a_ renting 
against an owning proposition unless the 
two dwellings, in point of desirability and 
living accommodations, are similar, so far 
as possible. My rented and my purchased 
home were similar. Both were five rooms, 
both were in thoroughly good locations, 
both were new and modern. If, in the 
case of the house, I had to run my own 
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KEY 


O: Rent-payer’s outgo of $780 per year, basis of comparison. 
Certain Gain: Home-owner’s certain gain of nearly $900 in 30 years from 
straight saving of $15 monthly over rent. 
Indeterminate Gain: Home-owner’s indeterminate gain, representing what, 
his depreciation reserve of $165 per year, equivalent to cost of 
property, or $5,506, in 33 1/3 years, he does not actually have to spend 

im repairs to keep the property worth $5,500—a calculation into which 
any increasing value of the land as such will enter. 


heating plant, in the case of the apartment 
| had to put up with the fact that half 
the time the janitor didn’t. And so forth 
As for the figures: My apartment 
rented for $45 when I first moved in; when 
I moved out it rented for $75 and was 
going to $85. Probably the more or less 
stable rental value of such an apartment 
in that particular city under normal con 
ditions is about $65 a month, $780 a year 
The value of my house was $5,000 to 
$5,500; I sold it for $5,000, in a greatly 
depressed market, several months ago 
Let it be assumed that the higher figures 
$5,500—represent the cost of a house in 
that particular city equal in size, quality 
and livability, to a $65 apartment; if the 
house is overvalued, the overvaluation it 
self will work against home-ownership in 


a cost-comparison such as I shall now 
develop. 
For purposes of simplicity let it also 


be assumed that there are two individuals, 
one who rents the apartment, and one who 
buys the house, each of whom has 
$5,500 invested in securities yielding 6% 
The man who rents does not disturb his 
securities, merely clips his coupon and 
cashes his dividend checks to the amount 
of $330 per year, and digs into other in- 
come for another $450 to make up his 
annual rent charge of $780 a year. The 
one who buys the house sells his securities 
to raise the $5,500 purchase-money, and 
his case thereafter is not quite so simple 
Let us see. 

(1) He must charge his house-investment yearly 
$330 lost income. 

(2) He must about $125 
taxes paid. 

(3) He must charge yearly or pay for repairs, 


painting, ctc., some 3% of cost, or. $165 deprecia 
tion 


also charge vearly 


up to any reasonable term 
of years—be worth as prop- 
erty, apart from any running 
down of the neighborhood or 
other extrinsic factors, about 
$5,500. And if he does not 
spend the money yearly for 
repairs, but instead sets the 
amount aside as a deprecia- 
tion reserve, in something less than thirty 
years—in view of interest accumulation- 
the reserve will equal the $5,500 originally 
paid for the property, which the owner 
will also have. Of course the house, 
without painting or repairs for such a 
time, would be in sad condition, barely 
habitable, if habitable at all, but the Jot, 
the land as such, disregarding the house, 
would be worth what it originally was, 
and probably more. This is a point that 
I have never seen developed in discus- 
sions of these questions. 

To put it in figures (for a term of some 
thirty years) : 

The apartment tenant’s charges are $780 a year 

The owner’s charges are $765 a year 

Difference in favor of ownership $15 


In thirty years $450 plus interest 
tions nearly doubling the amount, 


a year. 
accumula- 


At the end of thirty years the tenant 
will have his securities worth $5,500 

At the end of thirty years the owner, 
if he expends his depreciation reserve for 
repairs, will have property worth $5,500 
and nearly $900 in cash. 

At the end of thirty years the owner, 
if he merely funds his depreciation reserve 
and does not spend it, will have (1) the 
nearly $900 jin cash, (2) his cash deprecia- 
tion reserve of $5,500, a nearly worthless 
house, and a lot worth what it originally 
was, or more, say $1,000 at least 


Mathematical Truth 


I perfectly appreciate that the extremes 
of (1) making perfect replacements, or 
(2) making no repairs at all, are never 
realized in fact. However, merely because 
they are extremes, they should be devel- 
oped in the figures, because actual practice 

(Continued on page 655.) 


623 








How Shall I Re-Invest My Income? 


Why Most People Die Dependent—Building Income 
from Income — Perpetual Motion in Investing 
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comparatively small amounts. 





(1) What Are Today’s Bargains? / 
(2) Tomorrow’s Dividend Payers 


The present article is published in our Buildi 


| which they wish to invest to the best possible advantage. 
Previous articles, appearing in successive issues of the Magazine, covered the following subjects: 

(3) Switching for Profit | 

(4) What the Business Man Should Buy | 


ak. 
| EDITOR’S NOTE:—The following article is the sixth, and last, of a series published for the benefit of those having idle funds at hand | 


(5) For Your Speculative Fund— 


ng Your Future Income Department because of its especial significance to investors in 
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of the reinvestment of income will 

always remain one of the most dif- 
ficult in connection with investment. This 
is due to the fact that the average investor 
has very small amounts available for re- 
investment. It is an exceedingly difficult 
matter even in these days of “baby” bonds 
and par values of $10 and $25 to invest 
so small amount in income as the average 
investor generally is able to obtain from 
his moderate investments. 

The wealthy investor, of course, is un- 
der no such limitations. An _ individual 
with an investable income of, say, $1,000 
a year and upward can at least buy bonds 
in denominations of $1,000 or stocks in 
ten share lots. He is in an advantageous 
position with regard to the market. 

But how about the individual with an 
income of, say, $100 a year from invest- 
ments—such income being received in sev- 
eral installments of $50 each? Or how 
about the investor who receives a dividend 
check of $25 every three months from the 
company in which he owns a few shares 
of stock? How is he to invest such a 
small amount? 

Shall he wait until he has a hundred 
dollars saved up and then invest? . 

Or shall he invest his tiny income at 


I YOR the average investor the problem 


once? And if so—how? 


The Time Element 


The building of income from income is 
the way in which comfortable competences 
are built up. One should regard the re- 
vestment of income as a sort of “pyramid- 
ing” of capital. It is, in fact, a “pyramid” 
of capital. 

One buys bonds or stocks which return 
an income. That income is _ re-invested 
in other bonds and stocks and these secur- 
ities, in turn, give an income which again 
is reinvested. It is like a snowball roll- 
ing down a hill—starting very small, at 
first, and then gaining size until it finally, 
as it reaches the bottom of the hill, gains 
proportions many times the original size. 
This is about the way the re-investment 
of income works out. 

It is essential, in order to re-invest 
properly, to take the time element into 
consideration. To permit the income 
from securities to lie idle for a period 
means a direct loss not only of time but 
of money. Put your .funds to work at 
once no matter how small they are. A 
ten dollar bill invested at 4% will bring 
in 40 cents a year. This, of course, is a 
ridiculously small amount. Nevertheless 
the accretion of many such forty cent 
pieces will find result in ten and twenty 
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dollar bills. No amount is too small to 
invest, but every delay in investing such 
an amount is too great a delay. 

Some investors have the habit of either 
spending the income which they receive 
from their investments for unnecessary 
objects or keep their money at home or in 
their pockets or in other ways delay the 
profitable use of these funds. This is all 
wrong. Certainly the individual with an 
eye to the future, who is desirous of build- 
ing up a competence at the earliest pos- 
sible moment, should never permit him- 
self the luxury of postponing his invest- 
ments, 

Time is a great factor in investment. 
Therefore, if you would be an efficient 
investor put your funds to work without 
delay in the most profitable way in which 
such funds can be put to work. 


A Few Suggestions 


Having decided that no amount is too 
small to be invested, it is the next task 
of the investor to find Sut how such an 
amount can be invested. Let us assume 
that the investor holds 10 shares of Union 
Pacific fully paid for and returning an in- 
come of $100 a year (Union Pacific pays 
$10 a year per share in dividends). Every 
three months the investor receives a check 
for $25. This amount should be invested 
with the least possible delay. For the 
sake of convenience, it will be assumed 
that the investor has made it an unyield- 
ing rule never to buy securities on margin 
or to borrow via the partial-payment plan 
or any other device used in investment. 
The investor proceeds on the theory that 
he will buy only for cash. He now has 
$25 to invest. Most bonds including Lib- 
erties are issued in $1,000, $500, $100 and 
$50 denominations. Each of these figures 
is in excess of the amount at the disposal 
of the investor. Therefore, he is preclu- 
ded from investment in bonds. He now 
has to turn his attention to the share 
market. There are few worthwhile div- 
idend-paying stocks selling lower than $25 
a share, yet there are some. 

It is to these securities that the investor 
should turn as offering the best possible 
medium for investment, under the cir- 
cumstances. It will be understood, of 
course, that income from securities should 
always be devoted toward the purchase of 
other income-bearing securities, inasmuch 
as it is the purpose of the investor to com- 
pound his interest. Were he to buy non- 
dividend paying issues, he at once cuts 
off his added source of income, which 
would at least partially nullify his efforts 
toward financial independence, 
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Of course, the purchase of shares in- 
volves at least a certain degree of specu- 
lation but considering, that the investor is 
using not his principal but the income 
from his principal he is entitled to take 
this smal] speculative risk. He should, of 
course, be careful to purchase only sound 
securities. 

We will say that there is a certain stock 
selling at $25 a share and paying $2 in 
dividends. The investor buys one share 
oi this stock with his $25. He now has an 
income of $100 a year from his original 
investment plus $2 a year from his new 
investment, making a total income of $102 
a year. When the next three months 
comes around he has another $25 to in- 
vest plus the fifty cent dividend which he 
receives from his new investment. This 
tiny amount, of course, referring to the 
fifty-cent piece, cannot be invested in se- 
curities but it should be put in the savings 
bank until a number of other fifty cent 
pieces are there to join it, the total of 
which eventually would be sufficient to 
buy another share of stock. Within a 
year the investor will have received in- 
come not only from his original invest- 
ment but from the few shares of stock 
which he has bought with his income. A 
sort of perpetual motion in investing is 
thus built up. It is an excellent habit 
and once the investor develops this habit, 
the rest is easy. The investment of in- 
come then becomes a mechanical matter. 
It is surprising what results can he ob- 
tained from even these modest efforts. 


An Average Case 


The above is not at all out of the or- 
dinary. There are tens of thousands of 
small investors in this country who re- 
ceive small amounts regularly from their 
investments and who are puzzled by what 
to do with these amounts. The only an- 
swer is that no amount is too small to 
invest. 

Statistics show that an appalling number 
of men and women reach the age of fifty 
without any means of support other than 
their daily labors. But as one gets older, 
it become less easy to hold on to jobs. At 
such a time, one should have at least a 
small capital to fall back on with which 
to enter business, open a store or some 
such enterprise. The man of fifty without 
such a capital and entirely dependent on 
the favor of his “boss” or his children is 
truly not to be envied. 

It may not sound like a great deal to 
invest ten and twenty dollar bills but when 
you understand that it may save you from 


(Continued on page 647.) 
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Greater Activity in Public Utility Stocks 


Renewed Interest Due to Improvement in Earnings—Great 
Discrimination Necessary in Purchasing These Issues 


UO the careful student of public 
i utility economics, it has not been 

a surprise to witness a gradual 
return of these companies to a more 
liberal earning power accompanied by 
an .increasing interest on the part of 
the public in their securities, with a 
generous advance in price levels. The 
return to a more normal scale of operat- 
ing costs has greatly helped the public 
utility companies. 

In view of the increasing public in- 
terest, it is necessary to early emphasize 
the great care which is necessary in 
making a selection among public utility 
issues for purposes of either investment 
or speculation. 

Roughly speaking there appear to b2 
three groups of public utility 
In the first group are included the 
stocks and bonds of those companies 
which are conservatively managed and 
which securities have not become en- 
dangered by receiverships, during the 
past several years. 

The second group of issues may be 
entirely sound as far as actual earnings 
and financial position of the companies 
issuing them are concerned, and yet be 
so manifestly subject to manipulation 
as to make commitments in them ex- 
ceedingly dangerous. 

The third group are those which at 
one time sold at considerably higher 
levels yet are unlikely to ever be of 
real value again owing to the fact that 
bonds of the compauies issuing them 
are in default and the bondholders have 
a prior claim to the property which in 
many cases will preclude the possibility 
of the stockholders receiving anythinz 
of value and is even likely to cause a 
complete wiping out of these issues 
when reorganization takes place. 

We will take up the listed issues on 
the New York Stock Exchange and 
briefly mention their salient characteris- 
tics. 

American Telephone & Telegraph 


The stock and bonds of the Amer- 
can Telephone & Telegraph Company 
are to be regarded most highly. It is 
the writer’s belief that American Tel. 
& Tel. stock, paying dividends of $9 
per share per annum and currently 
quoted in the neighborhood of 118, is a 
safe investment. The company is so 
excellently managed and enjoys such a 
high reputation that there is but little 
doubt as to the future of this issue. 


Brooklyn Rapid Transit 

(See New York Traction Securities) 
Columbia Gas & Electric 

The Columbia Gas & Electric Com- 
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VALUATIONS RECOMMENDED AND COMPANIES’ FIGURES 
Cap. Stocks, Dif'ce Between 
Net Valuation Bonds, eto., Book Value 
Recommended Outstanding Companies’ and Value 
by Committee (exclud, Co. Book Value Fixed by 
on Valuation Holdings) of Property Commission 
Brooklyn Rapid Transit System— 
Surface lines (inc. Brooklyn City Co.) $58,511,759 
Elevated and subway lines 96,096,918 
Total B. R. T. System.. $154, 608,677 $232 175,074 $247.991,278 $93,382,601 | 
| 
Interborough Rapid Transit System— } 
I, R. T. Co.—Contracts 1, 2 and 3 $135, 669,555 
I, R. T. Co.—Elevated certificates 5 err rer sy eee 
Total I. R. T. System $174,221,056  $235,250,400  $206,045,378 $31,824,322 
Manhattan Ry. Co. (orig. property) $57,374,205 $105,199,439 $113,001,414 $55,627,209 
N. Y¥. Railways System (inc, 8th, 9th 
| and N. ¥. & Harlem R. R. Co.) 29,871,785 95,667,189 119,083, 606 89,211,821 
| Third Ave. Railway System 33,967,430 68,599,961 74,702,231 40,734,801 | 
| Second Ave, Railroad Co..... 4,798,317 10,722,000 8,308 443 3,510,126 | 
| Staten Island Companies 4,215,713 3,855,516 5,702,670 1,406,957 | 
| Queens Borough Companies . 6,125,764 12,974,786 15,857,758 9,731,994 | 
Miscellaneous Companies ............ 497,207 650,000 758,661 2€0,854 
| — | 
} Grand total, all companies..... $465,680,154 $765,094,865  $791,450,839  $325,770,685 | 
The amount that the City of New York has invested in the subways is (Contracts 1, 2, 3 
and 4) $293,493,239, Adding this to the recommended valuation of company property ($465.,- 
680,154) would give a total valuation of city and company property of $759,173,393. 








pany’s securities are to be given a good 
rating as far as the current earnings otf 
the company are concerned. There is 
one matter, however, about which would 
cause the writer to hesitate to make an 
investment in the company’s stock, for 
the reason that a large portion of the 
company’s property is devoted to the 
prduction of natural gas. It is the 
writer’s understanding that there is 
nothing being set aside as a reserve 
fund to write off the gradual depletion 
in this pertion of the company’s prop- 
erty as far as the stock is concerned. 
Its electric properties are essentially 
sound 


Consolidated Gas 


‘Consolidated Gas Stock and notes are 
to be highly regarded. It must not be 
forgotten that the electric subsidiaries 
of the Consolidated Gas Company are 
earning greatly in excess of the divi- 
dends they pay to the Consolidated Gas 
Company and that the current dividend 
on Consolidated Gas stock is quite safe 
through the protection afforded by its 
subsidiaries’ earnings. 


Detroit Edison 


The securities of the Detroit Edison 
Company are fairly attractive, although 
the company has a relatively high 
funded debt and is not so conservative 
in its operations as, for instance, the 
American Telephone & Telegraph Com- 
pany whose stock is selling on a com- 
parative basis. 


The recent market action has apparently 
been caused by manipulation so that a 
new stock issue would be successful 


Interborough Consolidated 


(See New York Traction Securities 


Laclede Gas 


Earnings of this company are impro\ 
ing and it is not unlikely that dividends 
will be resumed within the coming year 
The stock has had a considerable rise 
in anticipation of this event 


Market Street Railway 


The securities of the Market Street 
Railway Company come within the 
second group mentioned in the fore- 
word. It is difficult to make an exact 
statement as to conditions which have 
caused the erratic behavior of these 
securities in the market, but the writer 
feels quite certain that manipulation 
has been the cause of the recent rise in 
these issues. The possible contingency 
of the sale of this property to the City 
of San Francisco and the liquidating of 
these securities of course, adds a specu- 
lative feature to the stocks. The rela- 
tive amount of stocks outstanding are 
so small, as to afford an easy means of 
manipulation, and, while these may 
move considerably higher, a purchaser 
should “watch his step” for as soon as 
the pool working in this stock starts 


(Continued on page 627,) 
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Third Avenue Railway 





Valuation a Stumbling Block to Third Avenue 


Transit Commission Offers Small Comfort to Stockholders 


N choosing a street railway system for 
analysis the writer is confronted with 
a situation which is most involved and 
complicated. There are so many view- 
points to be considered and great care is 
necessary to properly weigh the various 
elements entering into a proper under- 
standing of a street railway property and 
as to the trend of its future operations. 
As a foremost consideration, it may be 
well to question as to whether or not the 
street railway business, as such, is likely 
to continue. The last several years have 
witnessed the closing of so many lines, and 
while this has been generally blamed on 


By PALMER CLINGMAN 


for who has not witnessed the hopelessly 
antiquated vehicles which are so suggestive 
of the “Toonerville Trolley” in use on 
many lines in this country? 


Condition of Equipment 


In the case of the Third Avenue Sys- 
tem, the tendency to continue in use cars 
of ancient vintage is not as pronounced as 
on the average street railway company. In 
fact, the equipment of the company would 
rate very high in modernity. 

We will take up the points we have 
raised in regard to the likelihood of this 
particular company remaining in business, 





The Forty-Seco:d Street, Manhattanville 


Avenue Railway Company .......... 
SR PD Gn 060 6n6ccewensedcetiennncesess 
Mid-Crosstown Railway Co., Inc.*........... 
The Southern Boulevard R. R. Co. 
New York City-Interborough Railway Co.. 

The Yorkers Railroad Co.................. . 
The Westchester Electric Railroad ecthesae 


Pelham Park & City Island Ry. Co.* 
Hastings Ry. Co., Inc pueRekeeencteeneesennedées 








THIRD AVENUE RAILWAY SYSTEM 

CONSTITUENT COMPANIES 
Third Avenue Railway Co. and Kingsbridge Railway Co 
& St 
The Dry Dock, East Broadway & Battery R. R. Co 


Union Railway Co. of New York Cis & Bronx Traction Co.** 


The New York, Westchester & Connecticut Traction Co 


*The operation of these lines have been discontinued. 
**The Jerome Avenue Line of this company has been discontinued 


Location Mileage 
. Manhattan 34.433 
Nicholas 

eT errr 18.673 

oD swcwosccescus 13.001 

. Manhattan 6,482 

. Manhattan ” 4.731 

. Bronx . 125,136 

ce sce 9.357 

. Manhattan and Bronx 37.344 

.. Westchester o< 29.275 

. Westchester 42.758 

Westchester ....... 4.929 

on Eronx 3.283 

. Westchester ........ 1,254 

Total mileage . 330,656 
tenia a 














the high cost of operation as the result 
of the war, yet there are other features 
which cannot be blamed on the war-scale 
of operating costs. 


Automobile Competition 

A most direct cause, excluding any con- 
sideration of high operating expenses, has 
been automobile competition. In other in- 
stances, rapid transit systems closely paral- 
leling the lines of the trolleys have reduced 
travel by the latter means to a negligible 
factor as to be so unprofitable that cessa- 
tion in operation was the only alternative. 
In still other cases, without either auto- 
mobile or rapid transit competition, trolley 
lines have been closed down because of 
the congestion of street traffic making it 
impossible to hold to any schedule, so that 
walking was by far the quickest way to 
reach one’s destination. 

The instance of the Third Avenue Rail- 
way System is typical of a trolley system 
operating in a large metropolis. Its lines 
in some instances traverse the most lucra- 
tive section of traffic. In others, are in 
a closely built-up section, where trolley 
transportation is unpopular owing to the 
delays in car movement and in still other 
parts of the city are where the regions are 
but sparsely built-up and where trolley 
transportation is the only means—barring 
the use of automobiles—of travel, and 
where long hauls are required. 

The matter of obsolescence of equip- 
ment is also one which must be considered, 
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as indicated by its local characteristics 
The territory which the Third Avenue 
Railway Company serves is largely in the 

3orough of Bronx, New York City, and 
in Westchester County, immediately to the 
north, although the property from which 
it derives its name, of that of the Third 
Avenue Railway Company, is on one of 
the main thoroughfares in the Borough of 
Manhattan (New York City proper), on 
the East Side, and the company’s lines 
also traverse the theatrical and shopping 
districts through 42nd Street and north on 
Broadway, and through 59th Street. In 
addition to these routes which are lucra- 
tive, relatively speaking, the Third Avenue 
System also operates, in the Borough of 


Manhattan, belt lines along the various 
river fronts which are not well paying 
territories. 


In the Borough of Bronx, the system is 
quite extensive as it provides the only 
trolley service in that Borough. A similar 
situation holds in Westchester County. 

The opening up of new rapid transit 
lines in the Borough of Bronx has for 
the time being had a peculiar effect on the 
Third Avenue Railway Company in that 
it has felt the competition in the dual serv- 
ice provided on certain streets in that 
Borough. In the case of the Jerome 
Avenue Line, the company suspended 
service owing to the Interborough Lines 
operating on an elevated structure over 
this avenue. 

The rapid transit services recently pro- 


vided tor the Borough of Bronx, it is be- 
lieved, will only have a temporary depress- 
ing effect upon the revenue of the trolley 
lines in that Borough, for new traffic 
centres are being established which will 
ultimately contribute to the local trolley 
traflic. The population is rapidly growing 
as indicated by the recent Federal census, 


which shows that the population of the 
Bronx has doubled within the last ten 
years, and further, by the large number 


s now being erected, there hav- 
during the last provision 
made for 14,000 additional families and 
an indication that 20,000 homes will be 
provided during the current year. West- 
chester County is also showing a great 
increase in population. 

As these new traffic centres become 
established, a great increase in local traf- 
fic via the trolley systems invariably fol- 
lows, so that the outlook for the Third 


of building 


ing been year 


Avenue Company, as regards future busi 
ness, seems fairly well assured 


Political Situation 

Ihe political situation in New York is 
one which has a great bearing on the af- 
fairs of public utilities within the City. 
At the present time the affairs of all of the 
transportation companies are in the hands, 
so far as rates are concerned, of the 
Transit Commission ‘appointed by the 
present Republican Governor. This Com- 
mission proposes to form a unified system 
of transportation companies in New York 
City, and has made a valuation of all of 
the properties to serve as a basis for 
the issuance of securities under the unified 
plan. 

In the case of the Third Avenue Com- 
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pany, the valuation prepared by the Tran- 
sit Commission allows that company 
$33,964,430 against a funded debt of 
$56,077,162 and a total capitalization of 
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372,007,102. The estimate prepared by 
the Transit Commission is in great vari- 
ince with a former valuation made in 
1918 by an independent appraisal prepared 
by E. J. Conette, president of the United 
jas & Electric Engineering Corporation, 
ind submitted in testimony before the 
Public, Service Commission then in office 
n New York City. At that time the 
aluation amounted to $56,364,852. 

It seems scarcely conceivable that such 

large variation should exist between 
wo estimates, and it is possible, in view 
i the standing of Mr. Conette, that the 
rhird Avenue Company may be able to 
ut up a good fight for a greater allow- 
ince. Based on the present valuation, no 
quity is allowed the adjustment income 
5 per cent bonds of which there are 
$22,536,000 worth outstanding. 


ently it seemed that interest payments 
m these bonds would be resumed and 
here are 22% per cent in arrears. The 


more favorable showing in operating re- 


sults which the company recently made 
aused a considerable increase in _ the 
market value of the adjustment income 


5’s and also the company’s stock, but the 
publication of the Transit Commission 
valuation had a depressing effect on these 
securities each of them losing a consider 
ible portion of their gain. 
Conclusion 
There is not much doubt in the writer's 
mind that the present capitalization of 
many of the New York traction systems 
is top-heavy, and that the Transit Com- 
mission is more probably correct in its 
estimate of the real worth of these com- 
panies properties than are the figures 
which are set up in their books. The 


Quite re-., 


great discrepancy between the figures in 
the case of the Third Avenue and Tran- 
sit Commission’s valuation was con- 
siderably of a surprise to the writer in 
view of the fact that this company was 
supposed to have largely scaled down its 
capitalization at the time of its reor- 
ganization. 

If the Transit Commission is disposed 
to be lenient with the traction companies 
in not making them spend too much of 


their income on improvements and in- 
creased service, there is considerable 
prospect that the Third Avenue Com- 


pany will be enabled to support its present 
capitalization, for the matter of accepting 
the Transit Commission’s valuation is 
entirely optional with the Third Avenue 
Company. Should, however, the Transit 
Commission be disposed to command a 
greatly increased service so that net 
profits would be limited to a capitaliza- 
tion based on the Transit Commission’s 
valuation, the position of the adjustment 
5's and the stock is insecure. 

It is proposed to eventually unify all 
of the traction lines into one or more 
large systems depending on their charac- 
ter of service, and to use the valuations 
as the basis for the issuing of new securi- 
ties. It is yet too soon to hazard an 
opinion as to when this is likely to be 
done. In the meantime, we would be in- 
clined to leave the speculative issues of 
the Third Avenue Company entirely alone, 
although we would be apt to accord the 
first mortgage issues of the company a 
good rating in so far as they are pro- 
tected by actual property valuation and 
might be thus considered as being assured 
of a fair return in any eventuality. 
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to distribute its holdings a decline in 
prices will be inevitable. 


Montana Power 


The Montana Power Company is one 
of the soundest hydro-electric proper- 
ties in the United States. It is, how- 
ever, quite largely dependent on the 
business prosperity of the mining in- 
dustry and does not possess the diversi- 
ty of load which is to be found in some 
of the other hydro-electric properties 
In spite of this, earnings are constantly 
increasing, and the securities of the 
company are to be well regarded. Mon- 
due 1943, are a sound 


tana Power 5s, 


investment. 


New York Traction Securities 


A peculiar situation has arisen in the 
New York traction companies as a result 
of the recently appointed Transit Com- 
mission. The traction companies were all 
greatly affected by rising costs during and 
shortly after the war, with the result that 
every company but the Interborough 
Rapid Transit Company was thrown into 
the hands of a receiver. In many cases 
the underlying bonds defaulted so that 
the present equity of the stockholders of 
Interborough Consolidated and Brooklyn 
Rapid Transit is extremely doubtful and 
depending almost entirely on how the 
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stockholders are able to make peace with 
the bondholders. Quite recently all of 
the traction companies have been showing 
better carnings and considerable hope for 
better things in the future was awakened 


in the mind of the investing public. Ap- 
parently, however, this last week wit- 
nessed a “knockout” blow as far as the 


junior securities of the traction companies 
are concerned, for the Transit Commission 
has published a valuation of these proper- 
ties which in all cases is considerably be- 
low~ their capitalization and book value 


Interborough Consolidated 


In the case of the Interborough Con- 
solidated Company, a holding corporation 
in receivership, it appears that there is 
little equity above the par value of the 
underlying securities which are outstand- 
ing. The Interborough Rapid Transit 
Company, a subsidiary, is fairly well pro- 
tected as far as its bonds and notes 
concerned, but the position of its stock 
is questionable. It will be recalled that 
this stock is deposited as collateral for the 
issue of bonds known as the Interborough- 
Metropolitan 4%4s, and were it not for 
the Transit Commission’s valuation great 
hopes had been held out for the eventual 
resumption of dividend payments on the 
Interborough Rapid Transit stock thereby 
permitting in turn resumption of interest 


are 


payments on  Interborough- Metropolitan 
bonds. 

It seems that the acceptance by the trac- 
tion companies of the Transit Commis- 
sion’s valuation is entirely voluntary on 
the part of the traction companies, yet 
the Transit Commission possesses the 
power to force the traction companies to 
provide a service which will limit their 
return in net earnings on a capitalization 
to correspond to the allowed valuation, 
so that the position of the traction com- 
panies is none too pleasant 


Brooklyn Rapid Transit 


rhe Brooklyn Rapid Transit Company 
has been similarly affected as the Inter- 
Consolidated Corporation. The 
B. R. T. Company’s earnings have been 
also showing improvement recently so 
that funds have been accumulating suffi- 
ciently to meet the interest charges on 
the B. R. T. 7 per cent notes due in 
1921, in default as to both principal and 

? 


borough 


interest, and it was expected that these 
notes would shortly receive an interest 
payment and that an endeavor would be 


made to extend them. In view of this 
contingency, the market for them has re- 
cently been strengthened and they are now 
selling in the neighborhood of 66, which 
seems to be a fairly high figure for an 
issue about which there is so much un- 
certainty. 

The adjoining table indicates the dras 
tic manner in which the Transit Commis 
has reduced the valuation of the 
several New York traction companies 


Pacific Gas & Electric 


The stocks and bonds of the 
Gas & Electric Company enjoy a high 
rating and it is not unlikely that th 
dividend on the common stock will be 
increased as soon as a reserve fund 
ordered by the California Public Utili 
ties Commission, requiring a_ million 
dollars annually to be set aside until 


sion 


Pacific 


1922, is no longer enforced. This 
amount will then accrue to the stock 
holders. 


Peoples Gas of Chicago 


The resumption of dividends by the 
Peoples Gas Corporation of Chicago is 
an indication of its improved earning 
power. The stock, currently quoted 
around 76%, fairly well represents a 
current market appraisal for this stock 


Philadelphia Company 

The issues of the Philadelphia Com 
pany have held remarkably steady dur 
ing the last several years. The prop 
erties of this company, located in the 
vicinity of Pittsburgh, are in the main 
to be well regarded There seems to 
be a gradual depletion of natural gas 
in this territory and the company befor« 
long will have to install artificial gas 
plants Its electric subsidiary, the 
Duquesne Light, is very successful. An 
improvement is being noted in _ its 
street railway properties and a potential 
earning power is already manifest 

Public Service Corporation of New 

Jersey 


It is understood that this company 
will endeavor to do new financing by 


(Continued on page 656.) 
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Barnsdall Corporation 


A Company 





With Far-Seeing Management 


Barnsdall Principally an Oil Producer and Refiner But Possesses Many Valuable 


Mining Properties— Strong Financial Position and Favorable 


HE Barnsdall Corporation is little 
known to the general investing 
public but is infinitely more 

worthy of respect than a number of 
companies whose shares are constantly 
parading in the limelight. This ex- 
tremely interesting company is mainly 
an oil producer and refiner through its 
own activities and those of its numer- 
ous subsidiaries but is largely engaged 
in the production of natural gas and, in 
addition, holds valuable mining prop- 
erties in Mexico, Colorado and West 
Virginia. 

The company since incorporation in 
1916 has pursued the basic policy of 
developing its properties and has at all 
times been careful to conserve its 
financial assets. The company 
ing built on a solid foundation for the 
investment future. Immediate rewards, 
so far as stockholders are concerned, 
are ignored. 

No profits are reported to stockhold- 
ers until every conceivable charge has 
been made against the year’s earnings. 
Before a final balance is shown, depre- 
ciation and depletion is charged off, 
including reserves for taxes. It will 
be seen that this policy is conservative 
enough to please the most critical. 


Earnings in 1921 


Last year was a rather critical one 
for the oil industry, in common with 
most other industries, and it is not a 
remarkable fact that the earnings of 
this company should have shown a ma- 
terial recession from that of previous 
years. The final results for 1921 were 
net earnings of $782,703 on the 690,000 
shares of class “A” and class “B” capi- 
tal stock. This amounted to about 
$1.13 a share on both classes of stock— 
not a very remarkable showing in view 
of the fact that the same company 
earned about $5 a share in 1920 and 
$2.70 a share in 1919. The reason for 
the decline in earnings, of course, was 
due to the fact that severe charges for 
inventory depreciation had to be writ- 
ten off, owing to the continuous fall 
in oil prices during a great part of last 
year. For the first six months of 1921, 
for example, there was a loss due to 
inventory depreciation of about $385,000. 

Were it not for the drastic charge- 
offs, which is the company’s policy, the 
company would have shown earnings 
about twice the amount of those actually 
reported. No less than $1,647,318 was 


written off for depreciation, depletion 
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is be- 


and drill charges out of a total net in- 
come of $2,663,820. 

It will be noticed that although the 
company lost $385,000 in the first six 
months of last year, the improvement in 
its business during the second half of 
the year resulted in a net income avail- 
able for dividends of $782,703, as pre- 
viously mentioned, suggesting the high 
recuperative power of the company with 
regard to earning ability. Considering, 
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the favorable operating results for the 
last six months of 1921, it is apparent 
that the company’s trend of earnings is 
upward. 

Of course, the rate of earnings will 
be largely governed by conditions exist- 
ing in the oil market. At this writing, 
it does not appear, however, that fur- 
ther downward revisions in the price 
of oil products will be necessitated. In 
fact, the feeling in the trade at large is 
that some time this year at least there 
will be a substantial recovery in prices 
of crude and most grades of refined 
oil. This, naturally, will enhance the 
rate of the company’s earnings. It will 
be noticed, however, that even under 
present comparative depressed condi- 
tions Barnsdall is able to make a fairly 
good showing. 


Capitalization 
The funded debt of Barnsdall Cor- 
poration consists of $8,000,000 in 10- 
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year convertible sinking fund 8% notes 
due January 1, 1931. These notes are 
redeemable at 107% and interest prior 
to January 1, 1924, at 104 and interest 
during the next three years, 102% and 
interest for the next two years and at 
101 and interest thereafter. The con- 
version feature provides that the notes 
may be converted into class “B” stock 
of the company at $40 a share at any time 
prior to maturity or up to 10 days be- 
fore redemption date with adjustment 
as to interest and dividends. 

The notes are a direct obligation of 
the company but are not secured by a 
mortgage. They are currently quoted 
at about 99 giving a yield of over 8%. 
These notes do not belong with the 
first-grade investment issues but may be 
considered suitable for the funds of a 
business man or investor willing to take 
a reasonable risk for so high a yield. 
The company, however, seems able to 
cover interest charges by an ample 
margin so that from a practical view- 
point it does not seem that much risk 
is involved in this issue. 

In addition to the above, there are 
$2,815,500 bonds of subsidiary com 
panies. 

The outstanding capital stock con- 
sists of 520,000 shares ($25 par value) 
of class “A” stock and 170,000 shares 
($25 par value) of class “B” stock. 
These issues share alike in dividends 
and are equal in the event of dissolu- 
tion or liquidation of the company. The 
class “A” stock has the exclusive vot- 
ing privilege except in the case where 
the capital structure of the company is 
to be changed, in which case holders of 
class “B” stock join in the voting 
privilege. Class “B” stock also has the 
voting privilege equally with class “A” 
when there have been no dividends de- 
clared over a twelve-month period. 
Inasmuch as the last payment was 
declared April 30, 1921, holders of the 
“B” stock will soon be acquiring the 
voting privilege unless, indeed, the com- 
pany tnexpectedly resumes dividends. 

The company’s properties are located 
in the mid-Continent field and even its 
poorest properties are well placed. The 
refining capacity of the Bigheart Pro- 
ducing and Refining Company, its main 
subsidiary, is about 3,000 barrels a day 
while the present output is about 2,000 
barrels a day. While the principal 
sources of revenue are the oil properties, 


(Continued on page 647.) 
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Union Tank Car Co. 





NHE tank car has long been one of 
the most important units in oil 
transportation. It has a distinct field 

yf operation—the overland transport of 
refined oil products. 

‘here is practically no competition be- 
tween the tank car and the pipe line. 
[he latter is used, primarily, for the trans- 
port of crude oil. Once used for this 
purpose, it cannot be cleaned to run gaso- 
line or other refined oils. The tank car 
carries these products—including fuel oil, 
asphalt, road oil, and the like. 

Tank cars supplant pipe lines not in- 
frequently as carriers of crude. When 
a new oil field is opened, tank cars are 
used to transport the production until 


plant in Lima, Ohio; but the company is 
not shown to have completed this unit. 

In the period from 1912 to 1920, in- 
clusive, Union Tank did a constantly in- 
creasing business, scoring the largest re- 
corded earnings in its history in the latter 
year. 

The same year that saw these record 
earnings, however, also witnessed an im- 
portant change in the company’s financial 
affairs. Either for purposes of working 
capital, or else for the single purpose of 
obtaining new capacity, the company en- 
tered the open securities market and as- 
sumed certain important financial obliga- 
tions, 

The original financing was the sale of 











UNION TANK CAR’S WORKING CAPITAL 


1915 1916 1917 1918 1919 1920 1921¢ 
Current Assets: 
Material ........... $397,246 $469,0€9 ny 795 $536.048 $512,595 $881,608 $545,603 
Cash and Sec’ties... 533,354 42,098 6,067 1,279,049 2,817,908 8,827,779 4,772,563 
Accts. Receivable... 658,727 698,791 1, oe 617 1,106,929 1, 209,018 1,978,392 1,661,377 





$1,589,327 $1,109,958 $3,317,479 $2,922,026 $4,539,521 $11,687,779 $6,979,543 








Current Liabilities: 
Accts. Payable...... 
Res. for Annuities.. 


$95,206 $405,479 $3,080,955 


$405,019 ry a4 $1,265,065 $781,115 
162,867 153,659 





$95,206 $405,479 $3,080,955 


$405,019 $507,952 $1,427,932 $934,774 





Working Capital . .$1,494,121 


*June 30th. 


$704,479 $236,524 $2,517,007 $4,081,569 $10,259,247 $6,044,769 











the construction of a pipe line—which is 

tly—is known to be justified. Also, 
nall refineries, which cannot make use 
of the pipe-line delivery system, generally 
hise the other means. 

[he tank car business has expanded 
rapidly in recent years. According to 
ine estimate, there were about 50,000 cars 
pf this type in the United States and 
‘anada just before the war. Last year 
here were no less than 137,000. 





sity. However, 


The development of this branch of the 
bil business was a natural accompaniment 
mf the war and post-war oil boom. 

) The railroads, the larger independent 

il operators and some of the Standard 
fompanies have their own tank car capa- 
there are two leading 
ani in the field, whose facilities are in 

najority. One is the Union Tank Car 
o.. before the dissolution a link in the 
tandard Oil chain. The other is the 
en ral American Car Corporation, an in- 
pendent concern. 

The shares of both these companies are 
st-d on the New York Stock Exchange 
merit analysis. 


Union Tank Car 


Union Tank, offshoot of Standard Oil, 
RS an interesting record. 
The company, so far as can be ascer- 
ined has confined itself to the rental 
d routing of tank cars to the former 
hsidiaries in particular and the oil trade 
eneral since its organization. An ef- 
tt has been made to enter the tank car 
nstruction field through erection of a 
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$12,000,000 7% preferred stock entitled to 
cumulative dividends. Apparently _ this 
amount proved insufficient, as the company 
shortly afterward sold a $12,500,00J issue 
of 10-year 7% notes. 


High Cost of Equipment 


At the time of the financing, it was sug- 
gested in these columns that the company 
seemed to be entering the equipment mar- 
ket with construction costs at the peak. 
There was the understanding that the 
building of tank cars involved an expense 
of $3,000 as opposed to a cost of about 
one-third as much before the war. It 
was also brought out that rental charges 
of tank cars had not increased in propor- 
tion. 

The new construction brought Union 
Tank’s supply of cars up to the highest 
total in its history. The following table 
shows the number of cars owned by the 
company jn the period from 1913 to date: 


Cars Owned Increase 


ee mks © akces. 11,881 eas 
1914 ™ athena 12,411 530 
1915 o~ seauee 12,389 — 
1916 o ) epee 14,358 1,969 
1917 | ndeaeen 16,969 1,711 
1918 ~  «<ktwene 18,065 1,996 
1919  . sabdnn 20,039 1,974 
1920 = » seeewee 20,578 539 
1921 Sb eae 26,943 6,365 
1921 Feb. 14...... 27,720 777 
1921 Nov. 15...... 29,689 2,169 





General Amer. Tank Car Corp’n. 





— of the Tank Car Companies 


Affairs of the Two Largest Factors 
; in the Field—Union Tank’s Earnings 


In view of the new financing done by 
the company, the subsequent income state- 
ments and balance sheets were awaited 
with much interest. 


Effects of Trade Dullness 


The statements for the six months to 
June 30th, 1921, are the latest available. 
Estimating the company’s earnings for the 
entire year 1921, with the 6-months’ state- 
ment as a basis (which does not seem a 
pessimistic viewpoint), it is seen that net 
earnings were very considerably below the 
1920 level, and that the net income avail- 
able for the shares was less than in 1920 
by over 2,000,000. The company's 
financial position was also impaired con- 
siderably, working capital as of June 30th, 
1921, amounting to $6,044,769, as con- 
trasted with over $10,000,000 in the pre- 
vious year. 

Impairment of working capital sprung 
from a reduction of over $4,000,000 in the 
item “cash and securities.” This develop- 
ment corresponds more or less exactly 
with the company’s action in redeeming, as 
of February Ist, this year, $3,000,000 of 
its equipment trust note issue. 

The current business of -the Union 
Tank Car Co. is assumed to be on a scale 
reflecting the comparatively dull state of 
the oil industry. Reports that the com- 
pany’s rental rates have been reduced 25% 
are an indication of the changed situation 
in the matter of tank car supplies 


Conclusion 

Union Tank’s securities consist of $9, 
000000 7% gold notes, maturing in 1930, 
$12,000,000 7% cumulative preferred, 
authorized and outstanding and $12,000,000 
common stock, of an authorized issue of 
$25,000,000. 

The notes, around 103, 
term investment, 


are a good short- 


The preferred stock, which has ranged 
from as low as 90% ‘to as high as 105, 
sells now- around 103, where it yields about 
6.8% and is an attractive investment. 

The common at around 96 seems spec- 
ulative in view of the condition of the in- 
dustry. 


General American Tank Car 


The General American Tank Car Cor- 
poration is the strongest independent in 
the tank car field. 

This company was formed in 1916 as a 
holding company built up around the 
General American Tank Car Corporation 
of West Virginia. 

The company has some special features 
of strength which distinguish it from its 
competitor. Its chief advantage lies in 
its facilities for the construction of other 
railroad car equipment as well as tank 
cars. It has a plant at East Chicago, 
with capacity for 12.000 all-steel tank cars 
and 3,000 miscellaneous steel freight cars; 

(Continued on page 654) 
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Low-Priced Mining Stocks on Bargain Counter 


Chile, Ray, Nevada, and Seneca, as Well as Zinc Stocks, Give Promise 
By C. S. HARTLEIGH 


as they are beginning to emerge from 


OLLOWING a period of industrial 
F depression, when unmistakable 
signs of gradual improvement are 
at hand, experienced traders examine 
the list of industrial shares for the pur- 
pose of selecting what they believe to 
be the best bargains. The securities are 
generally classified according to indus- 
tries, because some lines of business are 
usually in better position than others, 
and therefore likely to be the 


a decline, or a reaction, as the case 
may be, and at a time when the indus- 
trial conditions surrounding the issue 
have turned the corner and are defi- 
nitely headed towards improvement. 
Mining shares that represent corpora- 
tions in a healthy financial condition, 
and with sufficient ore reserves to guar- 
antee a supply of raw material for a 


bargan 
comniit 


may be considered on the 
counter so far as long-pull 
ments are concerned. 

Those who can appreciate the pro! 
able demand for the various metals dur 
ing the next four or five years, ar 
bound to have a very optimistic long 
pull view of the situation, althoug! 
they may feel that the immediate trad 
ing possibilities are not particularly at 
tractive. Nevertheless 
with the realization thai 








first to share in the better 








times ahead. ‘ 
Aside from the classifica- 

tion of stocks according to in- 

dustries, a segregation of the 

lower priced securities -is 

often made because the low 

priced stocks offer the greatest 

speculative opportunities, all 


other considerations being 

equal. & 7% ing commitments are < 
Why Low-Priced Stocks = little slow, and even it 
reaction or two may 
Are Favored Fy have to be faced, a com- 
The experienced investor pe mitment made in a per4 
and trader knows that those a fectly sound low priced 
industrials which have passed mining stock is sure t 
safely through a_ serious yield a satisfactory aver 
crisis, with their financial age return on the mone) 
structure in sound condition, 25 involved within the nex! 

and with no probability of re- few years. 
ceivership or other financial The following seven 
difficulty, are in the best po- stocks, namely, Chile 
sition to advance in market Nevada, Ray, Seneca 
price. After the trader has Butte and Superior 








made out a list of eligibles 
from which to select his new 
commitments, he will be inclined to favor 
the lower priced issues as having the 
greater speculative possibilities. 

It is easy to appreciate the reason 
for this. If a stock selling at $100 a 
share advances five points, it has in- 
creased 5% in value. If a stock selling 
at $10 a share advances five points, it 
has increased 50% in value. 

Some may say that this comparison 
is not altogether fair, because the two 
stocks are not likely to advance the 
same number of points. This may be 
true, but the probability is greater that 
they will advance somewhere near the 
same number of points, than that the 
higher priced issue will advance fifty 
points while the lower priced issue is 
advancing five points. With this prob- 
ability in mind, it is usually necessary 
to admit that the lower priced stock, 
assuming that it is as sound as the 
higher priced issue, will have the spec- 
ulative advantage. 

Both theory and practice in the stock 
market show that stocks representing 
certain industries should be purchased 
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few years ahead, have always been 
speculative favorites. 

During the recent industrial depres- 
sion, the mining industry was hit about 
as hard as any other industry, and in 
view of the fact that many of the 
metals were accumulated to a great ex- 
tent during the boom period imme- 
diately following the close of the war, 
and for the further reason that many 
of these metals and products were not 
among the necessities of life during the 
period of readjustment, it may be fair 
to say that in many respects mining got 
a little the worst of the deal. 


The Better Low-Priced Mining Shares 


At the first signs of industrial im- 
provement the better mining shares be- 
gan to respond, and many of them have 
already discounted, many months in 
advance, the first wave of real pros- 
perity that is likely to reach the treas- 
uries of the mining companies. How- 
ever, all shares have not responded in 
the same degree, and many of the 
issues now selling below $25 a share 
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the demand for metals 
in the near future, or a: 
soon as industrial read- 
justment has gone a little 
further, will be unpre- 
cedented in the history 
of the mineral industry 
it is comforting to know 
that even if current trad 



















American Zinc, Lead 
Smelting, and Callaha 
Zinc Lead, are selling below $25 a shar¢ 
four of them representative of the cop 
per industry and the other three reor 
sentative of the zinc industry, and 2 
offer speculative possibilities that a 
worthy of consideration at this time 

The three coppers, Chile, Nevada an 
Ray, are all selling for less than 
their high prices of 1916, and Seneca 
quoted at less than half its high pric 
of 1919. Seneca is near its low pric 
for the past year, Nevada and Ra 
have had a slight advance during th 
past six months, and Chile has a¢ 
vanced to its highest price since Ja 
uary, 1920. 


Outlook for the Coppers 


Few will question the probability thé 
these four coppers will be quoted : 
substantially higher prices if held fc 
the long pull, but the immediate futuw 
is in doubt on account of the prese 
unsettled condition of the copper i 
dustry. 

During the past month or two, ce 
tain copper consumers, including i 
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portant brass manufacturers, have over- 
bought. In fact, it is believed that some 
consumers have taken advantage ot 
what they considered bargain prices to 
purchase supplies as far ahead as the 
end of the current year. Their with- 
drawal from the market just at a time 
when strikes in Germany were spoiling 
the foreign trade in the metal, naturally 
put a damper on the market for the 
time being. However, the German sit- 
uation has cleared up, and the further 
consolation remains that even if the 
brass interests did cverbuy, many large 
wire-drawers have been purchasing cop- 
per from hand to mouth, so that their 
requirements are still to be heard from, 
and their influence is likely to be 
favorable. 

Another set of conflicting influences 
has developed in the production end 
of the business. Although the unsold 
stocks of the metal have been greatly 
reduced, and delay in resumption of 
operations by many large producers 
might, as some believe, tend to cause 
a temporary shortage of the 


and other mcome, the net cost was re- 
duced to 12.67c, as against 15.52c during 
the last quarter of 1920. Whenever the 
company resumes operations, and has 
reached its normal stride, it will no doubt 
operate on a much more favorable cost 
basis than during the two years prior to 
its shutdown, for it will have the advan- 
tage of lower wages, lower cost of sup- 
plies, and no doubt some other carefully 
worked out economies. During the latter 
part of 1921 the company directed its 
attention to the development of the Ruth 
Mine, where substantial reserves of high 
grade copper ore were being disclosed, 
some of the ore reported to average around 
10% copper. Some unofficial estimates 
suggest that there may be as much as 
500,000 tons of this smelting ore available 

Ray Copper has had the advantage in 
cost over Nevada by 1%c a pound during 
1920, and a little over Ic a pound dur- 
ing the previous year. In view of this 
fact, it is reasonable to suppose that Ray 
will be in a position to resume operations 
before Nevada can consistently do so, but 


saiiachemmemine 


become an important low-cost produce 
in its district, and it should profit by the 
fact that it has opportunity to avoid 
the mistakes and profit by the ex- 
periences of its neighbors, as it de- 
velops, equips and brings its property 
up to production in time to gain the 
full advantages of the next wave of 
intensive copper consumption in the 
machinery manufacturing and electrical 
equipment industries. 


Zinc Shares Give Promise 


It is not too late to consider another 
class of mining shares, namely, the 
zine stocks, represented by such low 
priced issues as Butte & Superior, sell 
ing at about 21, American Zinc, Lead 
& Smelting, at around 13, and Calla 


han Zinc-Lead between 5 and 6. Some 
will say, “Why consider zinc stocks 
when the industry is so dull?” But 
they said this some time ago when 


these stocks were several points lower, 
and they will innocently advocate the 
purchase of these shares when the zinc 

industry is flourishing and 





metal in case the demand re- 


it is time to take profits and 
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covers sooner than the pro- 
ducers can regain their stride 
and. get their metal out of 
the ground, through the 
mills, smelters and refineries, 
and into. the market—a proc- 
ess requiring all the way 
from three to six months, 
according to local conditions 

the opposite influence is 
just as likely to assert itself, 
namely, the consumers may 
delay their buying in the 
hope that the resumption of 
operations on the part of so 
many producers will have 
the effect of breaking the 
price still further, to the ad- 
vantage of buyers who are 
patient. 

With all these influences 
at work, the copper situation 
has assumed an attitude of 
uncertainty which can be 
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altered only by a definite im- 
provement in demand for the 
metal, as a_ result of general in- 
dustrial advancement. The effect of all 
this on copper shares has been to keep 
them in a narrow trading zone ever since 
their last strong advance, which apparent- 
ly in some instances more than discounted 
the current industrial improvement, al- 
though the coppers have not exhibited 
any actual weakness at present levels. 

Nevada and Ray have been sluggish 
in their market movements, and conse 
quently while they do not offer attrac- 
tive opportunities to traders, they pre- 
sent long-pull prospects for substantial 
profits at present prices. 

During 1920 Nevada’s average cost per 
pound of copper produced was 17.28c, 
as compared to 16.14c during the previous 
year. The average price received for its 
copper during 1920 was about 17.75c, in- 
dicating a very small margin of profit. 
However, it appears that the average cost 
of producing copper during the first quar- 
ter of 1921 was more favorable, amount- 
ing to about 13.84c a Ib., exclusive of 
Federal taxes and depreciation. After 
making allowances for gold and _ silver, 


for MARCH 4, 1922 





no definite arrangements have been made 
in this direction, for even under probable 
reduced cost of production, there is little 
margin of profit for this property under 
present metal market conditions 

Chile has forged ahead more rapidly 
thah most of the other low cost cop- 
pers, until it appears to be almost out 
of line on the uphill side. That the 
ultimate future of this property and its 
long life are assured, together with the 
fact that it is in strong hands and likely 
to be manipulated in order to make the 
conversion of the bonds attractive, sug 
gests that these shares have bright 
long-pull prospects ahead of them, even 
if there is a possibility for a reaction 
or two along the way. 

Seneca’s recent sinking spell is ap- 
parently due to artificial influences, such 
as pool manipulation in connection with 
the marketing and distribution of new 
stock, and to forced liquidation by cer- 
tain individual interests whose misfor- 
tunes or actions have nothing whatever 
to do with the intrinsic value of the 
shares. Seneca is probably destined to 


look for something else that 
is emerging from a_  dis- 
couraging situation 

Turn to the price range 
graphs of zinc stocks before 
deciding that it is not time 
to accumulate zinc shares, 
and you will see the situa- 
tion in a new light. Re- 
member that crape-hangers 
on the copper outlook were 
actually warning their friends 
to let copper stocks alone up 
to the very beginning of the 
last strong advance in these 
shares. Zinc shares are not 
as cheap as they were a 
month or two ago, but they 
are cheaper than they will be 
a few months hence. There- 
fore, the shares of those 
companies that have gone 
through the depression and 
have avoided serious 
trouble, deserve serious con- 
sideration 








In this connection it is interesting to 
note the commercial importance of zinc, 
the consumption of which in the United 
States during the past few years has 
averaged around one-third of a million 
tons per annum. During the last pre-war 
year, namely 1913, the world’s total pro- 
duction of zinc was about 1,100,000 tons, 
of which the United States contributed 
346,000 tons, Germany 312,000 tons, and 
3elgium 218,000 tons. The total European 
production during that year amounted to 
743,000 tons. In 1919, the United States 
purchased 459,000 tons and consumed 304,- 
000 tons of the metal 

The great industries in the United 
States that consume zinc are: Galvaniz- 
ing, 200,000 tons; brass making, 175,000 
tons; sheet rolling, 50,000 tons; lead de- 
silverization, 6,000 tons; zinc castings, 
2,300 tons; and all other purposes from 
15,000 to 20,000 tons. During the period 
from 1915 to 1916, the galvanizing trade 
consumed from 40% to 45% of the zinc 
requirements of the United States, brass 
making accounted for from 35% to 40% 

(Continued on page 652.) 
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Intimate Talks With 


Readers 






Should You Invest’ or Speculate?—What Is More Profitable? 
—Advantage of Market Order—Do You Buy on Margin? 


Big “Volume” Days 


EXPERIENCED observers of stock- 

market movements invariably count on 
“volume” days to mark the culmination of 
a price swing in either direction. Thus, 
if the market has been advancing for sev- 
eral weeks with the volume irregularly, or 
perhaps regularly, rising from about 300,- 
00C or 400,000 shares a day to a million or 
more, a reaction of some proportion in- 
variably follows, if indeed a distinct turn 
in the opposite direction does not set in 
within a day or two. It is a regrettable 
fact, but one which cannot be gainsaid, that 
the great majority of speculators buy at 
the top and sell at the bottom. It is true, 
also, that the higher the market goes the 
more furious becomes the buying; while 
the lower it goes the greater the eager- 
ness of the public to throw its holdings 
overboard. This is the philosophy of the 
“volume” day, so that a big turn-over, 
following several weeks of steady decline, 
is a pretty safe indication that the time 
has arrived to close short contracts and 
buy long stocks, as a rally will almost 
surely follow. Conversely, a big “volume” 
day after several weeks of an advancing 
market, is a pretty safe indication that the 
big operators are taking advantage of the 
public's appetite for stocks to liquidate 
their holdings, and that the time has ar- 
rived to sell out and take the short side 
for a turn, at least. 


Bonds That Are Not Bonds 


HE word “bond” should not be ac- 

cepted at its face value as such, nor 
even at its coupon value. Some bonds are 
so very far removed from the rails or the 
property as to deserve the title of “bond” 
only by courtesy. Every ordinary bond 
makes the holder a creditor, entitled at 
maturity to so much and no more, and to 
demand his interest and no more. He can- 
not always demand his interest, unfortu- 
nately, if there is anything in the bond that 
leaves it to the judgment or discretion of 
the directors “to pay when earned” or “to 
declare interest out of profits.” Bonds like 
the latter are generally in the “income” 
cr “adjustment” class, and as for security, 
they usually rank last after all other real 
bonds and mortgages are satisfied, but 
rank prior to all common and preferred 
stocks. If they are really bonds with the 
adjustment or income feature attached, 
then they are almost invariably a real ob- 
ligation of the company, with a lien that 
is rather a long way removed from the 
property. Some of them are “cumula- 
tive” and some are not. It is somewhat 
tiresome to read through the small en- 
graved type provision of the average bond, 
but you cannot know your bond until you 
do. It’s like a life or fire policy—very 
important but tiresome. 
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Stops on Bonds? 


A READER wished to know whether it 

is possible to protect bonds against 
a decline by using stop loss orders. The 
answer is “Yes,” but who wants to buy 
bonds for investment, not be sure “at 
any particular bond is actually a good in- 
vestment, and then place a stop on it? 
No one is justified in buying a bond unless 
he feels morally sure that he is putting 
his money into an issue that has shown a 
100% margin safety for interest require- 
ments at. least. If he goes into one with 
weaker qualifications, he ought to be able 
to calculate in advance at what point in 
its earnings situation such a bond would 
be risky enough to justify the use of a 
stop order. 

Let us say at once that a bond can be 
“stopped” in exactly the same way as a 
stock, but it is a practice that has fortu- 
nately not spread generally to the bond 
market, and we would not like to see this 
speculative aspect of buying and selling 
carried into the investment market. A 
specialist in a bond will certainly accept 
a “stop order” but the owner must take 
the risk that at any given time the market 
for his bond may become rather thin, and 
with no option to the specialist left but 
to sell “at the market” (which really means 
—to the highest bidder) we can well an- 
ticipate the unpleasant argument that could 
arise under certain conditions. Still there 
are many active bonds on the list like the 
N. Y. Central deb. 6s and 4s, Northern Pa- 
cific 4s, Great Northern 7s or Rock Island 
4s. A stop order in these should be ex- 
ecuted close to market prices, but there is 
no guarantee that it would be. 


We would prefer investigating first, then 
deciding, and using a “mental stop” by 
keeping tabs on the earnings and margin 
of safety for fixed charges. If in doubt, 
we are always glad to give information, 
a rating, or opinion. 


Guaranteed Stocks 


THIS refers to dividend paying stocks 

of companies leased or controlled by 
larger companies whose dividends are guar- 
anteed unconditionally by the latter. Com- 
panies like Pennsylvania R. R. and Dela- 
were, Lackawanna & Western have guar- 
anteed the dividends on the stocks of some 
of their “subsidiaries” or companies essen- 
tial to their system, and the rating of such 
guaranteed stocks is superior and prior to 
any dividends on their own stocks, or 
even their own preferred stocks. A guar- 
antor puts himself in the position of a 
debtor, and the holder of a guaranteed 
stock is in the position of a creditor, and 
under certain conditions can take the 
debtor to court and cancel the lease or 
agreement by virtue of which the guar- 


antee was created. Guaranteed stocks very 
often sell higher than bonds although at 
present their general yield is somewhat 
less than 6%. As a rule they are closely 
held by trustees, institutions and others of 
the same type. 


Loaning Rates on Stock 


HAT is meant when a stock is said to 

be loaning “flat,” or “at a premium,” 
or less than the posted rate for call money? 
It is doubtful, indeed, if even among the 
rank and file of Wall Street speculators 
one out of ten could give an intelligent 
answer to these questions. It is a fact 
that many people still entertain the notion 
that a stock “loaning” at say 8% must be 
in greater demand for borrowing purposes 
than one loaning at 2% or less. The very 
reverse is true. 

When a broker sells a stock short for 
one of his customers, unless he has the 
stock on hand he will have to borrow it 
in order to make delivery to the broker 
to whom the sale was made. He may bor- 
row it privately, that is, from one whom 
he knows to have the required amount 
actually in his possession, or he may bor- 
row it from the “loan crowd” on the Stock 
Exchange. In either case he will have to 
put up adequate security for the stock thus 
borrowed; otherwise the lender would 
have nothing to show for the stock parted 
with, which stock conceivably might 
change hands fifty times a day. 

Now the only acceptable security in this 
case is cash, so that when the broker bor- 
rows say 100 shares of U. S. Steel com- 
mon, quoted at the time at 85, he gives 
the lender his check for $8,500 upon which 
amount the lender pays interest at the pre- 
vailing call-loan rate, which may be 4, 5, 6, 
8, 10%, or more, depending on the condi- 
tion of the money market at the time. 
Stocks never are “loaned” at above the 
call-money rate, of course, for in the first 
place money in hand is always worth at 
least as much as stock, while, in ihe sec- 
ond place, the funds advanced to the lender 
of stock really have the character of a 
call-money loan, since the lender of the 
stock may demand its return at any time; 
return the money put up as security; and 
thus close the transaction, making it nec- 
essary for the broker to borrow elsewhere 
in case his customer still adheres to the 
short side of the market. But as a rule 
there always is a plentiful supply of stock 
fo1 borrowing purposes, for, as indicated 
above, lending stock is another way of 
borrowing money, with this advantage, 
that the borrower can always obtain the 
full market value of his collateral, where- 
as he would not likely get more than 60 
to 80% thereof from his bank. 

(Continued on page 649.) 
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The Commercial Romance 


of 1921 


HE human race took a long step 
"hteeaenl when this country 
made it respectable for a man to 
earn his own living. 


Today, if Americans couldn’t talk 
business at lunch, most of us would 
prefer to go off and eat by ourselves. 


Even at social gatherings, men 
manage to drift together for some 


touch-and-go business gossip to 
finish the day. 


Probably your own boy, long be- 
fore he is able to vote, feels the 
national instinct to start something. 


American characteristics that 
may explain in part the peculiar 
public interest in the New Im- 
proved Gillette. 


All the circumstances 
surrounding the New Im- 
proved Gillette stir a man’s 
feeling for commerce. 


The radical new inven- 
tion. An improvement so 
basic that nothing in the 
Patent Office contained 
even a hint of its slightest 


The courage to put this 
new invention on the 
market—risking the twen- 
ty-year old Gillette prestige 
on faith in the public under- 
standing and appreciation. 


The immediate response 
of the Gillette public. 600,- 


000 New Improved Gil- 


lettes in America. Nearly 
400,000 to England, France, 
Holland,Belgium, Denmark 


and Italy. And thence to 
the remotest parts of the 
earth. 
Night-shift production in 
the Gillette Factory, meet- 
ing the demand as it doub- 
led, and doubled again. 


* 7 * 


You may often hear it said that 
“The way this New Gillette is 
going over reads like a romance.” 


Times may fluctuate. 
Human beings do not. 
The reward is stilltothe pioneer. 
Pioneering in the field of en- 
larged service to menin their rest- 
lesshuman ambition to go forward. 
Important About the New 
Improved Gillette — A 
Word About the Blades 
Most men prefer to screw the 


razor up fight to get the most sat- 
isfactory shave. 


GILLETTE SAFETY RAZOR CO. 


The New 


MADEN UB A 





Improved 


illette 


Patented January 13th, 1920 





BOSTON, U.S.A. 


KNOWN THE WORLD OVER 







SAFETY 
RAZOR 
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Gillette deems it proper to ask 
the public to use Gillette Blades 
only in genuine Gillette Razors. 

The Gillette Blade and Razor 
are developed to work fogether. 
No Gillette Blade can deliver its 
full shaving quality unless used 
in a genuine Gillette Razor—built 
by Gillette, in the Gillette way 
and up to Gillette s. 
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The New Improved 
GILLETTE SAFETY RAZOR 

Uses the same fine Gillette Blades as you 
have known for years—but now your blades 
can give you all the luxury of the finest shav- 
ing edge in the world. 

A shaving edge guarded from the face, but 
free to the tm 


Identify the New Improved Gillette by its 


Fulcrum Shoulder 
Overhanging Cap 
Channeled Guard 





Diamond Knurled Handle 
Diamond Trademark on Guard 


Finer Shave—Longer Service 
More Shaves from your Blades 


In SILVER and GOLD 
Shaving Sets and Traveler Outfits 


$5 to $75 
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LISTED 
SECURITIES 








We invite small as 
well as large trad- 
ing accounts in 
listed securities on 
a conservative mar- 
ginal basis. 


We also execute 
orders for cash or 
on the partial pay- 
ment plan for in- 
vestors. 


List of high grade investment 
suggestions on request. 


Inquiries Solicited 








John Muir & (Co. 


Members New York Stock Exchange 


61 Broadway 26 Court St. 
New York Brooklyn 
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Detroit Edison 


Capital Stock 
(Par Value $100) 


Listed on the New York Stock Exchange 


Free from Normal Federal Income Tax 


Dividends have been paid continu- 
ously since 1909, and at the pres- 
ent rate of 8% since 1916. 

The Company is one of the best 
managed and most. successful 
public utility corporations in the 
country. It supplies the entire 
electric light and power require- 
ments of America’s fourth largest 
city and surrounding territory. 
Average net earnings for over 
twelve years have shown a liberal 
margin over dividend require- 
ments. 


PRICE at the market, 
to yield about 744% 


Circular on request 


Dominick & Dominick 


Members N. Y. Stock Exchange 
115 B’way Phone Rector, 2020 






















New York Stock Exchange 
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INDUSTRIALS—Continued: 
81 29% 8 63 87% 88 $85 7 


95 45 
eee td 16% 128 25% 116% 2% 33% 29% 334, 
-- lll 80 117% sei 114 +H 67% 63% 67% 








65 67% 85% 32% 335, ia 
109% «8066 141% 88% 67% 47% 66% 6 
es es 39% 11% 2% ™ Ww% 1% 16% a 
50% 6 74 31% 50% 16% %28% 26 26 
- . oe os 43% «618 4% 41 4545 4 
14% 39% 77 64% 76 6 
%% j2% j.2%& 1% 2% 
18% 30% 18% 19 
112% 106% 71% 94% 85 93%, 7 
106% 46 105% 91% 102% 6 
68% 112 96 8 86115% 111 118% 7 
12% 278% 4 67% 57% 6044 4 
24% 59% 6 10% 8 10 
°38 10% 21 144% 19% 
8% «18 11% 12% 
25 4% om% 15 12% 14% 
14% 160 32% 55% 63 
118 176 109% 155% 136 153% 8 
"14% @ 9 10 8% 8 
72% 95 73 69 t70% 6 
04% «8660 73 69 6 
69 85 79% 81% 7 
19% 983% 26% 38% ##34% 381, 
% 108% 6% 87 8014 784 7 
22% % 2% =%S6% $$$31% 355, 4 
10 116% 40% $%77% 70 76 
2 4% «iS 10 14% 1 
14% 68% £28 41 87% 38% 
™% 16% 18% 15% 
128% 36 72% 62% 71% 6 
2% 38% %WU% i%12% %UY% 12 
9% 91% 380% 52 46% 50 ? 
47% 5% 156% 12% 14% 
o ™ 2 8 1% 1% 
a oi 85% 86% 164 25% 8% 34% 89% ; 
BEB, ccccccccecs os - 101 } fog 70% 4 ran i 8 
sume sneadasenaeceesee ee -_ 64% 14% 4 % ia 
Keystone ag | oben ity Fa A ae ats) t* 18% 18% 16% 
wanna Steel ........- 
—e ee ee ee ee 38% «42610 4% #=#iU 13% 
28 ™ 11% 9 10% 1 
41% 129% 46 264 64% 126% 106% 1214 12 
% 4% 416% j%Ssg% 14% «28 25% 26% 2 
71% +#«21210 18% 11% 18% 1.20 
98% 89% 68% 82% 27% 30% 
2% 74% 44 94% 63% «941 85 6 
18 % 0% 21% 15% _ 18% 18% 
45 186 55% 145% 47% 62% #«57 60 
8 70% 16% 33% j$.28% 31% 2% 
60 *81 38% 46 % 6% 59% 3 
41% 381% 4% 39% 42 8 
50% 27% 47% 44% 47% 8 
70% 385 140% 38% 56% 48% 54% 6 
os - as 111% 34% «52 44 49, 6 
87 48% 21% 4 26% 34% 31 34 3 
ot os a “4% 16 33 281, 32% 2 
65 25 9% 17% 18% 15% 
109 111 21 35% 27% 
10 58% 87% 7 45 63% 46 61 5 
18% 88% 17% 118% 48 67 631% 66 
ccccccewoeceses 88% 109% 106 83 93 91% 7 
61 120 24% 39% 30% 38% 
coccecee ee 148% 81% 61% 21% $$j.%38% 33% 35 2 
Ry Steel Spg... 54 22% 78% 19 417% 467 «>$1100% 24 984 : 
De. BEE.  .nccccvecccvecs 90% 105% #$=75 112 92% 114% 108% #£=ifi1ii 7 
Ray Cons. Cop 27% ™ 87 15 27% 10 15% 138% 13% 
Replogle Steel - he i oa 93% 18 41 25% 31 
Republic I. & S........+++. 49% 15% 986 18 145 41% 56% 49% 52 = 
Be: BOE, cccccccccccccss 111% 464% 412% #«=*72 106% 75% 87% 82 &3 7 
Republic Motors .....++.++. a ee 77 81 74% 5 8% 4% 4% -, 
Royal Dutch N. ¥. ......+- “ - 86 56 128% 40% 52% 47% 52% 5.20 
SRE Te BS Bo cccccececcesce ts ws aa ms 90% 80% 42 35% 41% 1% 


Sloss Shef, Steel ... 





93% % 4 
*800 46° 355 212 124% 183 169% 178 





Stand Oil N, J. .... 5 
Do. ofa. cnainaenseanionn eA “a as n 114% 100% 115% 113% 115% 7 
Stromberg Carb, .....-...+. ~ “a 45% 21 118% 22% 43% 35% 40% 
GEETEEEEE cccccccevesceces 49% 15% 195 20 0 s«i151 87% 99% 79% 98% 7 
Do. Pfd. 119% 70 104% 76 106 =: 100 102 7 
96 30% 60 26 31% 26 30 ; 
21 11 17% 6% 1% #«=°9% 10 
24s0Sss12 57% «= 29 46 4214 45% 8 
7 - 195 15% 26% 23 26% 1 
82% 25 115 45 65% 61% €3 5 
s oa 62% 5% 211 9 9 
178 «6105S 224% «= 95% «2145 119% 142 a 
ee “a 119% 45% 56% 50% 52 68 
4% 5% 91% 8% %W% $.:% 3% 
171% 15 ~~ 167 35y% «46 387 45 
80% 44 148% 40% 56% 51% 55 
115% 91 119% 74 101 = 99 99% 8 
81% 20 78% 26 87% 82% 3314 
186% 388 115% 70% 96% 82 94% 5 
123 102 117% 104% 118 114% 116% 7 
88 130 48% 97% 41% %(%85% 60% 61% 2 
‘x ns we 97 25% 87% 30% 36% 
22 60% 15 92% 20% 32% 27% 82 
Do Pfd. 62 115% 80 115% 57% #71 67 68% 
Western Union 56 105% 538% 04 76 92% 88% 92 - 
Westinghouse Mfg. ........ 24% 74% 82 59% 88% 56% 49% 55% 4 
White Motors ........+.+.- om ae 60 80 86 204% 44 35% 3814 4 
Willys Overl’d ...........+ "7% 50 825 15 0% 4% 5% 4% 5% 
Wilson Co, ....-ceceeeveces ee oe ay «3&2 104% 27% 42 27% 41% 
Woolworth ........c0seeeees 117% 76% 161 81% 189% 100 152% 137 150 8 


*Old stock. Bid price given where no sales made. 
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A SOUND 
INVESTMENT SERVICE 


The selection of a reli- 
able, conservative broker 
is as important as the 
careful choice of the in- 
dividual securities to be 
bought. 


We offer to investors a 
sound brokerage service, 
and invite inquiries look- 
ing toward the solution 
of individual investment 
problems. 


Weare glad togive every 
attention, not only to 
local, but to out-of-town 
and mail accounts, either 
on an outright purchase 
or thoroughly conserva- 
tive marginal basis. 

Semi-monthly financial letter 


forwarded regularly to inter- 
ested investors. 


Mc DONNELL& (CO 


120 BROADWAY 
NEW YORK 


Members of the New York Stock 
Exchange 








SAN FRANCISCO LOS ANGELES 




















FELLOWES 
DAVIS &CoO. 


Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for Investment 
Securities carried on 
conservative margin 


52 BROADWAY 
NEW YORK 
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McLellan, Righter 
& Company 


MEMBERS 
NEW YORK STOCK EXCHANGE 





Offer a highly efficient 
brokerage service and in- 
vite conservative margin 
accounts trading in either 
full amounts or odd lots. 


Investors desirous of pur- 
securities 
right given special serv- 
ice and attention. 


out- 


82 Beaver Street 
(Near Wall Street) 


‘New York 





































MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in 


his circumstances. 


Many investors maintain a person- 
al correspondence with our statis- 
ticlans and in that way keep in 
close contact with changing mar- 


ket conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 


Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail” 
to those interested, on request 


GRAHAM & MILLER 


Members New York Stock Exchange 


66 Broadway 


New York 




















ANSWERS TO INQUIRIES ON INDUSTRIAL SECURITIES 
(Continued from page 619) 





AMERICAN CAR & FOUNDRY 
A Well Managed Company 

I have accumulated 500 shares of American 
Car & Foundry common stock at prices ranging 
from 90 to 136, my average price being 118. 
What would you advise dcing at present price 
of, 1487—C. F., St. Louis, Mo. 

American Car Foundry Co. is generally 
regarded as one of the best managed in- 
dustrial corporations in the United States. 
It has an excellent record over a long 
period of years and has built up a very 
strong financial condition. As of April 
30, 1921, working capital was $37,500,000 
as compared with the capitalization of 
$30,000,000 preferred and $30,000,000 com- 
mon. For the year ended April 30, 1921, 
21.15% was earned on the “common stock 
as against 27.6% in 1920 and 32.3% in 
1919. Recently the business of this com- 
pany has picked up and early in Novem- 
ber the Binghamton plant resumed opera- 
tions on full time. 

This stock has had a rather substantial 
advance and while it may go higher we 
shold regard it as good policy on your 
part to take profits on a portion of your 
stock. Then, in case the market has a 
reaction, you are in a position to re- 
purchase lower down. 





UNITED DRUG 
Outlook More Favorable 

As the holder of common stock of the United 
Drug Co. and Class “A” stock of Liggetts 
International, Ltd., I twould like your aavice 
as to the outlook for these securities. As I am 
not getting dividends perhaps it would be advis- 
able te switch into some good dividend payer.— 
R. R. S., Schenectady, N. Y. 

United Drug Co. for the six months 
ended June 30, 1921, just about earned the 
dividend on the first preferred stock and 
the second preferred stock. In June of 
that year the company issued $15,000,000 
twenty-year 8% bonds, which largely re- 
duced its floating debt. As of June 30, 
1921, current liabilities, however, still to- 
taled about $8,000,000 as against cash and 
accounts receivable of about $12,000,000. 
Inventories were $16,139,028. The com- 
pany will probably have still further losses 
to write off for depreciation of inventory. 
Everything considered it does not look to 
us as though dividends will be resumed 
on the stock for some little while, es- 
pecially as sinking fund requirements on 
the bonds call for retirement of $750,000 
annually. Ultimately, this company should 
work out very well in our opinion, but at 
present prices of around 69 the stock ap- 
pears rather high for a non-dividend payer. 
If you are willing to wait a year without 
dividends, would hold on, but if you desire 
quicker action would favor a switch of 
at least part of your holdings to a good 
dividend payer such as Westinghouse Elec- 
tric or Philadelphia Co. 

Liggett’s International Ltd. operates 
through its subsidiaries in Great Britain 
632 retail drug stores and has 1,744 ex- 
clusive agencies known as Rexall Stores. 
In Canada 39 Liggetts Drug Stores are 
operated and 630 Rexall agencies. These 
subsidiary companies suffered from losses 
in inventories, as did United Drug. The 
company’s financial condition is fairly 
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good and and its stores in England offer 
good possibilities of increased profits in 
the future. Class A common stock is con- 
vertible into United Drug par for par 
from July 1, 1922, up to July 1, 1927. 
Dividends were passed in October, 192). 
Because of conversion privilege this stock 
is about in the same market position a; 
United Drug. 


——_— 


GILLETTE SAFETY RAZOR 
Excellent Report for 1921 

In Answers to Inquiries I have noted your r 
marks cn Gillctte Sajety Razor. As I hold son 
of this stock for incestment 1 would appreciai 
your alvice as to whether I should sell out or 
hold for higher prices. Do you think foreig: 
comfetition a very serious factor at the moment.— - 
R. J. K., Scranton, Pa. 

We see no reason why you should sel! 
out your stock at the moment as Gillett: 
Safety Razor put out a remarkably fin 
report for 1921. Of course almost any 
common stock is speculative and when held 
should be carefully watched. In the letter 
which you noticed in THE MAGAZINE OF 
WALL STREET we pointed out that foreigr 
competition was a factor which might 
affect this company in the future, but that 
it has not affected this company adversely 
up to the present time. Under these cir- 
cumstances and the fact that in 1921 the 
company made the best showing in its his- 
tory we would deem it advisable to hold 
your stock for higher prices. However, 
it weuld be well to watch the effect of 
foreign. competition in this branch of 
business. 

In 1921 Gillette earned $7,008,564, as 
against $6,803,407 in 1920, and $6,025,350 in 
1919. The balance sheet of the company 
showed a very strong financial condition 
with cash on hand of $2,434,437, as against 
current liabilities of only $265,878. Earn- 
ings in the current year are reported as 
holding up remarkably well. In January 
264,000 razor sets were sold and 1,447,000 
dozen extra blades. This compares with 
158,000 razor sets and 857,000 dozen extra 
blades in January, 1921. This is a splendid 
showing and justifies stockholders in hav- 
ing confidence in the management of the 
company. 


AMERICAN TELEPHONE 
Lower Operating Costs 

On the suggestion of the Magazine of Wall 
Street I purchased some American Telephone & 
Telegraph stock at 105. As it is now selling close 
to 119 I should like your opinion as whether i 
tweould be advisable te take profits and switch inte 
something else —A. W. F., St. Augustine, Fla, 

American Telephone & Telegraph Co. 
for the nine months ended Sept. 30, 1921, 
reported earnings equal to $7.83 per share 
on its stock. This is at the rate of $10.50 
per share per annum. This is not a very 
good margin over a $9 dividend but in this 
connection it must be remembered that the 
company deducts from earnings very large 
sums for depreciations, renewals and re- 
placements, so that it is justified in paying 
out practically all of its surplus earnings 
in dividends. Conditions generally favor 
public utilities such as this because the 
cost of operation is going down. Materials 
and supplies are much cheaper and there 
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has also been a material reduction in 
S wages. s 
While we think very well of American 

Telephone stock, it has had a rather sub- 

stantial advance and there are other securi- 

offer § tics which we believe to have better pos- 
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ts in sivilities over the next six months. A sug- 
con- § gestion is American Smelting & Refining 
- par f 7% preferred selling around 90. With the 
1927. — otlook for this company very much im- 
1921. — p oved due to the reopening of the big 
stoc copper properties and the better situation 


HE demand for high grade 


Mm as it Mexico, we believe this preferred stock Railroad, Public Utility and 
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Helpful 
Income Tax 


Books 


For those who have not 
prepared their Income 
Tax returns, we have 
two books that should 
be of timely aid: 


Revenue Act 
of 1921 


The law—word for 
word—with annota- 
tions and a compre- 
hensive index. 


The Digest 


A book prepared by 
our Tax Department 
explaining and cla1- 
ifying the law. It 
contains: 
Definitions 


| pretations 
| Practical examples 
| 





and _inter- 


Time saving tables for 
the quick and accurate 
computation of taxes, 


and 
Other valuable infor- 
mation for those who 


have been unable to 
make an intimate study 
of the law. 


Both books may be had 
gratis upon request. 


The National City 
Company 


Main Office: 
National City Bank Bldg. ° 
Uptown Office: 
42d St. & Madison Ave. 


Offices in more than Fifty Cities 























THE BOND MARKET 


(Continued from page 607) 
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better grade issues and will sell in line 
with the better secured Middle Grade is- 
sues. The greatest possibilities for profit 
are to be found in this group. The one 
exception to the general upward movement 
in this group were the Denver & Rio 
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Grande Ist 5s which reacted 3% points 
The depressed market on these: bonds i 
due to their present unsettled status it 
regard to the offer of the Western Pacifi 
Railroad to exchange its securities fo 
Denver & Rio Grande bonds. 


Cored Bond Offerings 


NVESTMENT interest was mainly 
centered in the bonds already listed 
and sold. New bond issues mounted 

to a very small figure, the smallest 
in fact, since last mid-Summer. Most 
of the new bonds were in the pub- 
lic utility, municipal and farm loan 
groups. The small number of issues 
offered during the past week gave dealers 
an opportunity to take advantage of the 
strong undertone to the bond market and 
they pushed the remains of their unsold 
offerings. Such offerings seem to be 
pretty well cleaned up by this time and 
a new flood of offerings is expected with- 
in the very near future. 

Public utility bonds giving yields from 
6 to 7% were the feature of the new offer- 
ings. The largest issue in this group was 
the $4,000,000 Ohio Public Service Ist 
mortgage and refunding 7% bond issue. 

The municipal issues were all compara- 
tively small, ranging in amounts from 
$40,000 to $1,000,000. 

Among future foreign issues will be the 
75,000,000 guilder Dutch lean arranged 
with American bankers. A number of 
foreign issues are being held in abeyance 
but it is considered likely that before long 
several important announcements in con- 
nection with large issues to be offered will 
be made. 

The coupon rates on municipals seem 


to be rather low in view of opportunities 
elsewhere and there is a growing feeling 
that regardless of the course of money 
rates in the near future, higher interest 
rates will have to be offered by states 
and municipalities if they are to compete 
with other issues to be offered and bearing 
a higher coupon. 

The 8% bond is now a rarity, com 
paratively speaking and the present situa 
tion thus differs greatly from the situatior 
a year ago. Few good issues are being 
offered at over 7% and even this rate 
seems high in view of the fact that mone, 
is at a 4%4% level. , 








NEW BOND OFFERINGS 


State and Municipal 
City of Philadelphia $9,000,000 4. 
City of Seattle .... 2,000,000 5, 
Shreveport, La. 1,000,000 4, 


7+ 
0-6, 
5-5. 


a3 to 
Sse 


Indust’ { 
California & Hawaiian 
Sugar Refg. ...... 1f,000,000 7% 
Julius Kayser & Co, 4,000,000 7,10 
Railroads 
Baltimore & Ohio. ..$10,284,300 
Public Utilities 
Ghfe BP. G. GO. ...0.. $4,000,000 7% 
Denver Gas & Elec. 3,000,000 6.10 
Land Bank Bonds 


Lincoln Joint Stock $3,000,000 
Fremont Joint Stock 1,000,000 


5.50-75% 


4.80-5% 
4,80-5% 
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ee ee : Why Straus Bonds 
Are Safe 


6% Amer Beet Sugar, p 14%Q . 
7% Amer Stores, ist p. 1K%O 3-21 
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7% Amer Store, 2nd p. 14 %Y 3-21 
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4- 
3- 4-3 
: ‘3 
. 4-15 
. 4-1 
3-15 
. 5- 1 
, 2-1 
3- 3-31 
. 4-1 
O 3- 4- 1 ° e ‘ 
6% Carter (Wm) Co, p14%Q 3 4 3-15 safety and the best interest return consistent with 
an eee eee Mtg, p 14%%Q 10 3-31 af t bec 
esebrough Mfg, c 33 -10 3-3 sate ause— 
oa oe Service, p... % fr 45 tag, " 
7% Cities Service, c... %%M -15 4-1 
6% Cities Service, c..d %%M 3-15 41 They are backed by our record of 40 years 
d15% Cities Serv, c ext.d 14%M 3-15 4-1 : s 
-+2. Cities Serv, bk sh..b17%c 3-15 4-1 without loss to any investor. 
$1 3 Poet a p ($25) .50c Q 3- 1 3-31 
.40 Colo’l Fin, ¢ (no p).35c QO 3-1 3-31 . 
$1 Con’r (J T),c (np). 2e O 320 41 They are safeguarded by the time-tested 
8% Cons G, EL&EI %Q 3-15 4-1 ° -c ss 
8% C ns GEL L & Pic 2 20 $15 4 1 scientific provisions of the Straus Plan. 
> Geeee CO, Becccess 4% -1 3-15 
$1 Crane Co, c Pighs). 25e¢ O 3-1 3-15 
> Crucible Steel, Le 14% $15 331 They are based upon the best security— 
7% Dominion Gane, p-- 14% 3-15 ‘1 improved income-producing real estate. 
2 27 - - 
$3 Elk H C’l, p($50).75¢ QO 3-1 3-2 
BR oe = 1. ¢ (no p: p).$2 «6 a 6¢) For forty years these bonds have given thousands 
6% Harb Walk-Refrac, p 14 %O $10 4-20 | of investors safety, satisfaction, and an assured 
< . esseee & 40 J e - | 
ee Interlake S S, ext.. 1g 318 4-1 income. Not one of these investors has ever lost 
. Int'l Shoe, p....... 4% 4-24 5-1 a dollar on any Straus bond or been compelled 
Int'l Shoe, p %% 5-24 6-1 
. Int'l Shoe, p.....-. 1 % 624 7-1 to wait a day for payment of either principal or 
Int’) Shee, p....... 4% 7-24 8 1 
. Int’l Shoe, p....... %% 8-24 9.1 interest. 
- — one “Se <e ty 9-24 10-1 
; ..++ Int'l Shoe, p....... %% 10-24 11-1 , . 
ints . Int'l Shee, p....... %% 14-24 12-1 Investigate this record and these bonds. Our 
is i $2 Int’l Shoe, ¢ (no p).50c Oo 3-24 4- 1 ee P ° 
it “au sgos'e & € (55) 2he eo th booklet, "40 Years Without Loss to Any Investor , 
b » P- ; A 3- e ° * . 
cif 6% Mackay Cos. c- 14RO 38 41 is yours for the asking. Write today and specify 
4 ay Dept Stores, p %Q -1 4+ 1 
fo: -... Nat Grocer, ¢($10) 2 " % 3-5 3-15 
6% National Lead, c... 1%%Q 3:17 3-31 BOOKLET D-836 
7% 4 Refin,c 14%O 3-11 4- 3 
% Owens Bottle, p... 14%OQ 3-16 4-1 
2 Owens Rot, ¢ ($25).50c © 3-16 41 
$3 Peer T & M ($50).750 QO 3-1 3-31 7 he 
$3 Peer T & M ($50).75- OQ 6-1 6-30 / — | RAUS & O 
$3 Peer T & M ($59).75- © 9-1 9-30 ° ° a 
oe a 5 BR ead my" <4 1 12 3 FSTABLISHED 1882 OFFICES IN FIFTEEN PRINCIPAL CITIES «© INCORPORATET 
: 1 ee 4 0 a e o-e 
tes 4% Pennok Oil ($10)..1 %O 6 is $30 Z 
ling f <3 Nee 3 Ss S10). %O 9-15 9-30 Straus BuILDING Straus BuILpING 
enno i TS %Q 12-15 12-30 . ~ . . 
ne) $2 Phillips P, ¢ (nop).S0c $-14 3-31 565 Fifth Avenue Clark & Madison Sts 
rest 7% Provincial Paper, p14%O 3-15 4-1 
nn 6% Provincial Paper, c1%%O 3-15 41 New Yor«k Cuxicaco 
: 0 uaker Oats, p. 1%%0 4-1 4-31 
ete $2 Read Co, 2d Pp ($50). 50c oO 3-27 4-13 ‘ 
= $1 St Joseph L ($10).25e¢ © 310 3-20 Forty Years Without Loss to Any Investor 
6% Socth ae Oil.... 14%O 3-14 3-31 
.... Southern Oil & R..a 2 % 3-10 3-15 
ym ..+. Southern Petrol. % 3-10 3-15 
$3 Sullivan M,c (n ». ie QO 41 4-15 
ua $3 Texas Co ($25). .75¢ 0 3- 3 3-31 
. $2 Texas Gulf S ($10).500 QO 3-1 3-15 ey SW. Straus & Co 
lor Texas Guif S, ext.50c 1 315 opyright 1922, by S. W. Straus & Co. 
ing ff % Union Pacific, p.... 2 %S 3-1 41 ; 
‘ate BP 10% Union Pacific, c.... 2%%O 3- 1 4-1 
$2.50 Union Stor ($25)..62%4¢ QO 4-1 4-10 - —— 
hey fh $2.50 Union Stor ($25)..62%c O 8-1 8-10 i 
$2.50 a ee, £925). .62%e 8 11- 1 11-19 
q 60c United Prof S ($1).15c ) 3-9 4-1 - 
— | 60c United Prof S($1).18e OO 67 7-1 MARKET STATISTICS 
- ; 7% ‘ S Gypsum, p.... 14 eS 3-15 3-31 
4% U S Gypsum, c.... 1 % 3-15 3-3 ; 
10% Valvoline Oil, eee 2%%O 3.10 313 Sop N.Y.Times 
$4 Wabasso Cot (n p).$1 3-15 4-3 N.Y.Times Dow, Jones Avgs —50 Stocks—— 
&@ wen pone eS Pp ine > ta 40 Bonds 20 Indus. 20 Rails High Low Sales 
oolw »P 3- - - r 
1% Worth P&M. pAi4%Q 310 41 Monday, Feb. 13........ .... HOLIDAY. 
6% Werth P& M.pB14%Q 310 441 Tuesday, Feb. 14....... 76.75 83.81 77.46 71.66 70.74 644,345 
$6 Wrie (W). J. (38 ore Maas «1 ~«©«Wednesday, Feb. 15..... 76.75 84.09 77.49 72.10 71.37 787,795 
$6 Wris (W). Je ($25) Soe M $25 61 Thursday, Feb. 16...... 76.74 8398 77.50 7230 71.40 759,387 
$6 Wrig (W), Tc ($25) 50c M 6-25 7-1 Friday, Feb. 17........ 76.79 83.88 77.28 72.04 71.07 712,289 
$6 Wrie CW), T.¢ ($28) Soc M 7-25 &- 1 Saturday, Feb. 18....... 76.78 84.28 77.23 71.83 71.32 321,500 
++ Wrig(W) J,ectkd.el0 % = 325 3 Monday, Feb, 20........ 7675 8485 7761 7265 71.57 805,208 
: * Books close on this date. Na ta hg a: s etee nOLIDAY 78.08 ay — scl 
** Ex-div. date. ednesday, re teee o ‘= y 
t Includes dividends actually declared. Thursday, Feb. 23...... 76.81 85.36 78.73 73.59 72.40 1,115,388 
mt does not sell ex-div. until further: Friday, wee. O80... . 76.90 85.18 79.16 73.52 72.43 959,832 
gymgeee- record of dividends paid not avail 
a a Initial dividend _ — 
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The Past 
Few Months 


have shown definite im- 
provement in industry and 
the building trades. 








This means a heavier de- 
mand for electric light and 
power. 








Many prosperous utility 
companies already report 
increased net returns. 
Their securities make most 
attractive investments, 








We still have some desirable 
securities at a price 


To Yield 
6% to 77%4% 


Write for list M. G. 200 
describing some of them 













ickmore&[h 
ill BROADWAY, NY. 
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Hydro-Electric 
Bonds 


Safety With Good Yield 


Competition for Muscle 
Shoals Development 
indicates the great part 
water powers will play 
in the industrial future 
of the country. 


Write for description and 
prices of some attractive 
Hydro-Electric issues. 








Henry L. Doherty & Co. 


Bond Department 
60 Wall Street New York 








GAS AND ELECTRIC COMPANIES 















Recent Asked 
Bronx Gas & Electric Co. First 5s, 1960 (8).......-sceeeceenccrenvenccce 80 
Buffalo General Electric First 58, 1989 (0).......seeeeceees ceceneccceees 95 
Canton Electric Co. First 58, 1987 (b)......cccccccccceccceeccsssveeeeeee 90 
Cleveland Electric Ill, Co. 5s, 1989 (b)...... cee ceeerceeeecncceeneeeces 26% 
Cleveland Electric Ill. Co, 7s, 1985 (a)......ccccecccesesceecccvvevectees 104% 
Dehver Gas & Electric Co, First 5s, 1949 (C)......seeceeeeecceseereseces 92 
Duquesne Light Co., Pittsburgh, 74s, 1986 (b).......-...60 ee eeeeeeeees 104% 
Evansville Gas & Electric Co, First 5s, 1932 (@).........00+ ccccccceeeees 90 
Kansas Elec, Utility First 5s, 1925 (©) .....ccscececccceees cevceetectees 87 
Kansas Gas & Electric 5s, 1922 (8)......cccsceeeeceececcescnvcneeeeee «- 100 
Indianapolis Gas Co, 5, 1952 (@)....--.ceeeeeecceseesecees eeevsneseeees 88% 
Los Angeles Gas & Electric Gen. 78, 1981 ........ceeeeeecee consenncceces 106 
Louisville Gas & Elec, Ref, 7s, 1928 (0)......cccccsceesccecccnceveetees 100 
Nevada-Cal. Electric First 7s, 1946 (©) ......ccccccccteceee ceenccveetees 95 
Oklahoma Gas & Electric Co, First & Ref. 7%s, 1941 (0)... ...-..seeeees 102 
Oklahoma Gas & Electric Co. First Mtge, 5s, 1929 (a)............seeecees 91% 
Peoria Gas Electric Se, 1088 (a)... ccccccccccccccccccccccce sevccescccces 100 
Rochester Gas & Electric Corp. Series B 7s, 1946 (b).........--.cceeeees 108 
San Diego Cons, G. & El. First Mtge. 5s, 1989 (a).......... ccc ceeeeeeee 91 
San Diego Cons, G, & El. First Mtge. Ref. Gs, 1989..............eeeeees 95 
Standard Gas & Electric Conv, S. F. Gs, 1926 (b).........00 cece eeeneeee 95 
Standard Gas & Electric Secured 74s, 1941 (6)........ceceecccccccvceeee 100 
Syracuse Gas Co, First 5s, 1946 (a)..........e00+ SeWeesenes cocecececoese 90 
Twin-State Gas & Electric Ref. 5s, 1953 (0)... ....ccceeeececcncceccceces 76 
TRACTION COMPANIES 
Arkansas Valley Ry. L. & P. First & Ref. 7%s, 1981 (b)............ ee 
American Light & Traction Notes Gs, 1925 (0).....-...eeccecccscscnnccee 101 
Bloomington, Dec, & Champ. Ry. Co, First 5s, 1940 (a)..........-e0e0+: 70 
Danville, Champ, & Decatur 5s, 1938 (a)... .....ceeccccecceccccncee . 84% 
Georgia Ry. & Power 5s, 1954 (b)........ &7 
Kentucky Traction & Terminal 5s, 1951 (a 72 
Knoxville Ry. & Light 5s, 1946 (b) ........... 77 
Milwaukee Light, Heat & Traction 5s, 1929 (a 93 
Milwaukee Elec, Ry. & Light 7s, 1923 (c)..... — 
Milwaukee Elec. Ry. & Light 20 year 7%s, 1941 (b)....... 2... ccecceuee 102 
Monongahela Val. Trac. Co. Gen. Mtge. 7s, 1928 (c).......... 6. cee ccnnee 99 
ee Ge, Ee, GR, ED Bic cn cccedescocecoescescoocesese ccccceceosess 65 
Northern Ohio Trac. & Lt. Gs, 1926 (0)... 2.2... ccc ccccccce me cesceccceees 83% 
Northern Ohio Trac. & Light 6 Year Seo, 7s, 1926 (c)....... 2... cceenuee 96 
Bineeee Tie & BOOS Ge, BOD Gide cccccccccccccccccccccces ccccccccccese 85 
Portland Ry. P. & L. ist Lien & Ref. Ser. ‘‘A’’ 74s, "46 (0) .........0.. 104% 
Topeka Ry. & Light Ref. 5s, 1988 (0) ...........cscccccccecccescseccecss 76 
Toledo Trac. Lt. & P. Co, First Lien 7s, 1921 (b) (6 mos.?).............. 100 
Se a Ge Mee Ge, ED Oe. cocnccceceecccesocececoscccecesceesess 90 
Webted Theet & Bye. Mek. Ga, BED (Aecccccccccccccccccces ccccevccccces 86% 
Se Ge GD es SED GT SD Gi ccc cccccccccecoccees covscecceece 
POWER COMPANIES 

Adirondack P. & Lt. Corp. First & Ref. Gold 6s, 1950......-------«+++5- 98% 
Adirondack El. Power Oo, First 5s, 19628.............ceceec cece eeeeeeene 92 
Alabama Power Co. First 5s, 1946 (a)..... eoccebecccccensse Co ovcecccoess 90 
Appalachian Power Co. First 5s, 1941 (a)........csceccceceteeereeeceees 84 
Calif. Oregon P. Co. First & Ref. 7%s, Series A, a se) cet errecccesees 102 
Cent. Maine P. Co. First & Gen. Mtge. 7s, Series A, 1941... ...... ccccees 102 
Gent. Maine Bower Go. Sa, 1900 (a)... .cccccccccccccccccccGB cccccccccece 94 
Cent. Georgia Power First 5s, 1988 (0)..........ccceceecceetteeeeesseces 86 
Columbus Power Co. (Georgia) First 58, 1936 (a)..........0--seeeeeeees 91 
Ses Deer Ge, Be Gh, BO Biivvcdcccccccccceccccccececscccccsece 86% 
Consumers Power Co. (Mich.) 5s, 1936 (a).....-....ccceeenccreereteeeee 94 
Electric Dev. of Ontario Co. 5s, 1938 (b)...........cceceeee cere eevseeee 93% 
Great Northern Power Co. First 5s, 1985 (a)..........scceeccesvessecees 91% 
Great West. P. Co. First & Ref. 7s, Series B, 1950 (a)..........+---e0 101 
Se SE, Gb ME GE, SED CD ccc cake clinacecccdsccccecese cocceseccoves 92% 
Hydraulic Power Co, First & Imp. 5s, 1951 (b)..........00 sce eee eenneee 94% 
a ee cv eeeeend 66 eeneseuneee 29% 

mumens Gitp Dower & BA6, Ge, BED CG)... cccccccccccccccccccs covcccsccccce 5 
Kansas City Power & Lt. First 5s, 1944 (0)............0000 05> 
Laurentide Power Co. First 5s, 1946 (b)..............+. 921% 
Madison River Power Co, First 5s, 1935....... 98% 

ppi River Power Co., First 5s, 1951 (c).. 90 
Niagara Falls P. Co. First & Cons, Mtg. 6s, 1950 102% 
Ohio Power First & Ref, 7s, 1951 (c)......... 108% 
Penn. Ohio Power & Lt. vy & oo, one (e) puaeceebeseetans 100% 
Potomac Electric Power Gen, 6s, Scccccccncceccesesstseeese -. 100 
Puget Sound Power Co. First 5s, viees y0000000000600006069 ev esceccesoce 95 
i CP Me nana nadnemancegeens$o6entntentes 92 
Shawinigan Water & Power Co. First 5s, 1984 (b).. a 
Southern Sierra Power Co. First 6s, 1936 BbScedanssoenecs seesece ceases 95 
ee 2 te Y | |.  eeetgeehuntteee-ppeteseen es 85 
ee Sy SY GE Web WE Wiis cccncccconscccccaece ccccnbeneoces 105 


UNLISTED UTILITY BOND INDEX 


TELEPHONE AND TELEGRAPH COMPANIES 


American Tel, & Tel. 8-Yoar Gs, 1922 (0)............cccece cc ccenceeecs 
American Tel. & Tel. ot nnn aeccadhnud augvenceset’ 
Bell Tel. Co. of Canada i ld c1neeseebedhoucsbes 00066 e6eeees 
Bell Tel. Co. of Canada et os i scudducessabice senectecksses 
Bell Tel. Co, of Pa. let Endo c cnsaa te ncccccenes 

esapeake & Potomac Tel. Co. Va. Ist 5s, 1948 (c)........ 000. 
ome Tel. & Tel. Oo. of Bpekane lot be, i witivatheks snaanastabei 
Western Tel. & Tel. Co. Coll, Trust 5s, 1982 (b).... 2.2.6.6 cece cece 





he snimestere shenld note that the shed” price on o bend may vary from 1 to 6 points 


e ‘‘bid,”’ depending upon the activity of the security. 
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AMERICAN POWER & LIGHT CO. 
A Public Utility With Prospects—Has 
Just Increased Its Common 
Dividend 
By James N. Paul 


J NCREASING the dividend on the 

common stock of American Power & 
Light Co. from 1% quarterly to 1%4%, 
recently, calls attention to the 6% Gold 
Debenture bonds due March 2016. The 
company is one of the old line public 
utility holding companies and its securi- 
ties have enjoyed a high rating for many 
years. While the debenture bond is not 
as desirable for investment purposes as 
a straight first mortgage proposition, 
earnings have been maintained for years 
and at present prices the 6s appear to be 
a good investment with possible oppor- 
tunities for enhancement in value of prin- 
cipal invested. 

Properties Controlled 


The company was organized by the 
Electric Bond & Share Co., which is 
affiliated with General Electric Co. and 
in turn it controls through stock owner- 
ship Kansas Gas & Electric Co., Port- 
land Gas & Coke Co., Pacific Power & 
Light Co., Nebraska Power Co., and 
Southwestern Power & Light Co. 

Earnings derived from subsidiary com- 
panies have been steadily increasing 
under better operating conditions. The 
management, through the Electric Bond 
& Share Co., is of the highest. Selling 
at 8&8 the debentures yield 6.81% if held 
to maturity. 


>) 


MANITOBA POWER CO., LTD. 


A New Hydro-Electric Power Company 
Which Appears to Have Good 
Prospects 


Manitoba Power Co., Ltd., was only re- 
cently organized by interests affiliated 
with Winnipeg Electric Railway Co. to 
construct a 168,000 horsepower hydro- 
electric plant and transmission lines to 
supply Greater Winnipeg with electricity. 
Plant and transmission lines are already 
under construction. The company is con- 
trolled through stock ownership by the 
Winnipeg Electric Railway Co. and will 
supply the traction company and sub- 
sidiaries with power. With the city of 
Winnipeg steadily growing in population 
and abundant supplies of cheap water 
powers, the company seems to have a good 
future. Initial installation of plant will 
be a 56,000 horsepower unit. 


First Mortgage 7% Bonds 


The bonds constitute a first mortgage 
on hydro-electric plant and transmission 
lines and amount outstanding at any time 
is limited to $35,000,000. There has 
already been issued $7,500,000 of these 
First Mortgage 7% Sinking Fund Bonds 
due November 1, 1941. Additional bonds 
may only be issued not to exceed 80% of 
the cost of improvements and betterments 
provided net earnings after sinking re- 
quirements are not less than 1% times 
interest charges. 

The bonds are guaranteed both as to 
principal and interest by the Winnipeg 
Electric Railway Co. 

(Continued on page 644) 
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The Federal Farm 
Loan System Explained 


E have prepared an interesting pam- 
phlet describing the Federal Farm Loan 


System, its functions, facts about issuing banks 
and important features of the Joint Stock Land 
Bank Bonds. 
This pamphlet will be mailed 
to anyone upon request 


THE STRAUS 
BROTHERS CO. 


Otis Building, 10 South La Salle Street, Chicago 
LIGONIER FORT WAYNE DETROIT 











- 
The Straus Bros. Co., Please send me without obligation a copy 
Chicago, Il. of your pamphlet describing The Federal ® 
Farm Loan System 
Name 
! 

Address 
| 
| City State 
MW-34 


























HOW TO MAKE MONEY 
IN THE STOCK MARKET 


Use the successful methods of experts acquired from years 
of experience and study. They bring quick results. 
PROFITS OF 50% A YEAR may be made, with minimum 
risk. 

The majority fail because they lack such methods and have 
no real knowledge of the fundamentals of speculation. 
WHAT THESE METHODS ARE AND HOW WE WILL 
HELP YOU TO USE THEM PROFITABLY AT ONCE 
is explained in our FREE 20 page booklet. 

Pages 6 and 7 contain remarkable diagrams which will direct 
your financial progress and which may prove the turning 
point of your life. 


joues American Institute of Finance i52545°% St 
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New Issue 


M. 250,000,000 


THYSSEN & CO. ci.) 


414% First Mortgage 
BONDS 


A new high-grade Ger- 
man Industrial issue of 
one of the largest coal, 
iron ore and steel mergers 
offering attractive fea- 
tures. 


Circular MW free on request 


Farson,Son & Co. 


Members New York Stock Exchange 
115 Broadway, New York 























CANADA 
Potentiality! 





FOREIGN TRADE AND SECURITIES 


(Continued from page 597) 








Germany and Austria. By 1921 the 
budget deficit had advanced to the 
enormous amount of $4,000,000,000. 
Considering that the total wealth of 
Hungary as presently constituted can- 
not be much in excess of this figure, 
it is apparent that Hungary is hope- 
lessly bankrupt, merely depending on 
the issuing on further paper currency 
to keep going. The Hungarian kroner 
is worth nowadays about $.0015 a par 
value of $.2026. 


In “Allied” Countries 


With reference to budget deficits, the 
allied nations make a very favorable 
comparison with the defeated belliger- 
ents—especially within the past year. 
Thus, while the deficits of Germany, 
Austria and Hungary are daily mount- 
ing, those of France, Italy and Belgium 
are showing a reverse tendency. 

For example, the French deficit in 
1921 amounted to $300,000,000 against 
$1,090,000,000 in 1919; the Italian deficit 
was similarly reduced from $2,700,- 
000,000 to $820,000,000. The Portuguese 
deficit, on the contrary, has increased 
from $80,000,000 to $260,000,000. Bel- 
gium seems to be getting a better hand 
on her finances judging by a compari- 
son between 1919 and 1920 results, al- 
though figures for 1921 are not avail- 
able. 

In connection with the lowering of 
the budget deficits in France and Italy, 
it is obvious that the rate of paper 


currency production must soon show a 
rapidly declining tendency which in- 
evitably should have a good effect on 
the exchange rates of those two 
countries. 


Conclusion 


It should be apparent that the rate 
of Government debt and the amount of 
outstanding paper currency circulation 
must necessarily exert a profound ef- 
fect on exchange rates. It is not diffi- 
cult therefore to understand the reason 
for the huge depreciation in German, 
Austrian, Polish and Hungarian ex- 
change values when the extent of the 
deficits of those countries is taken into 
consideration. The connection between 
the volume of paper currency issues and 
rates of exchanges is therefore a very 
close one. 

Obviously the future course of ex- 
change will depend greatly on the re- 
sults obtained with regard to lowering 
budget deficits. In the instance of 
countries which are now getting a better 
grasp on their finances such as Great 
Britain, France, Italy and Belgium, 
it may reasonably be assumed that the 
exchange rates on those countries will 
reflect the improved condition by higher 
values. On the other hand, the situa- 
tion in this regard with respect to the 
defeated belligerents seems well nigh 
hopeless, and a return to parity on ute 
part of such exchanges seems, at this 
writing, an absolute impossibility. 








THE WORLD’S OIL SITUATION AND ITS EFFECT ON 
AMERICAN PETROLEUM PROPERTIES 
(Continued from page 593) 








: 
All that Canada has achieved is 


nothing as compared to what 
this young growing nation is 
destined to accomplish. 

Canada stands today for Po- 
tentiality—the fair promise of 
great things that will spring 
from her splendid resources 
and her youthful energy. 

Here is the true field for the 
investor who would see his in- 
vestments steadily increase in 
value. 

The Chemical and Fertilizer in- 
dustry is becoming one of Can- 
ada’s strongest native growths. 
Let us tell you something about 
the investment opportunity of- 
fered by the 8% Preferred 
Participating Stock of a Com- 
pany, now offered with a sub- 
stantial bonus of Common. 


Full and prompt service on all Canadian 


investment matters to United States 
enquirers. 


Graham Sansons (a 


LIMITED 
INVESTMENT BANKERS 
TORONTO, CANADA 
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than minor factors in the world situation. 
Probably some of the fields of southern 
Mexico will extend into Guatemala, while 
the eastern coast of Honduras and Nica- 
ragua contain some possibilities, but any 
fields when found will be of the sand type 
with normal tropical costs of development 
and production. Aside from the-developed 
pools of Trinidad and Barbados, it is im- 
probable that all of the islands together 
will ever produce as much as 3,000,000 
barrels per year. 


Other Fields of the World 


So distant are other foreign fields from 
New York that only a few outstanding 
facts regarding them are pertinent here. 
In those foreign lands more remote from 
world centers, development costs are al- 
ways high, regardless of the fact that we 
must transplant our civilization to the 
deserts and tropics of such lands as Egypt, 
Persia, Morocco and the Dutch East In- 
cies. Colonial developments never over- 
lap possible oil territory, except as planta- 
tions in low-lying areas. Granting the 
optimists their belief that many great for- 
eign fields will produce at costs equal to 
those of America, there is still the big 
economic factor of transportation. West- 
ern Canada has one, two or three thou- 
sand miles of land transportation to reach 
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the great lakes. Russia has long pipe lines 
to reach the Black Sea. 

The only important prospective oil ter- 
ritory not in the Americas, within five 
thousand miles of New York, is that of 
Morocco, where development work has 
not as yet been started. Should Morocco 
attain large production, it would still cost 
seventy-five cents per barrel to bring the 
oil to New York. None of the fields at 
present under development will have sea 
charges as low as one dollar per barrel to 
New York. 

The Effect on American Petroleum 

Properties 

These facts and figures in no way de- 
tract from the prospects of handsome 
profits from foreign oil ventures for many 
individual companies, but they do sound 
a warning to all but large, well-balanced 
companies, which have entry to the mar- 
kets of the world and possess ample finan- 
cial backing to justify a group of ventures 
in which the profits from one will offset 
losses from another. They do point most 
directly to a fact of great importance and 
significance to the holders of American oil 
property;—that none of these profits 
can be made in America, without vastly 
increasing the values of all American 
producing properties, as well as legiti- 
mate prospects. 
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PROMISING OPPORTUNITIES IN 
RAILROAD BONDS 
(Continued from page 606.) 








Missouri Kansas & Texas Ry. Co. 


This road made quite a remarkable 
ywing- last year (1921). The road’s 
gross revenue of about $63,000,000 was 
irly $10,000,000 less than for 1920, but 
net increased from about $900,000 in 
20 to $9,500,000 in 1921. Likewise the 
t earnings for 1921 were considerably 
ger than for the five-year period pre- 
ding federal control. 
4 disturbing feature is that for the 
mth of December, 1921, the company 
ported a net loss after taxes of $126,000 
compared with a profit of $752,000 for 
e corresponding month of 1920. This 
is caused by a very heavy loss in traffic 
compared with the same month of 1920. 
It would probably be advisable to watch 
r another month’s earnings to see if this 
going to be repeated, but earnings for 
1e year as a whole were very satisfactory. 
The income bonds have about the 
tanding of a preferred stock and are sell- 
ng on that basis. The 10-year 6% bonds 
t 92 give a yield of 7% and have good 
iossibilities of appreciation. The same is 
lso true of the income bonds. 


St. Louis & San Francisco R. R. Co. 


This company did very well in 1921 and 
howed an increase in net earnings of some 
ine million dollars over 1920, although 
he gross dropped about twelve million 

compared with 1920. The company 
arned its full interest on its bonds in- 
luding the income bonds and had a slight 

) fair margin left over. 

As with the M., K. & T., this road 
howed poor earnings for December, 1921, 
which can be expected to improve. 

The bonds of this road have been fa. 
orites during the last two years and have 
ippreciated considerably—but for a good 
‘eason. They have not been on their pres- 
nt basis very long, and are not seasoned, 
ut they are rapidly becoming so and 
nay be expected to sell higher when they 
ave the full confidence of the investing 
uublic, who will then take them off the 
iands of the speculating class. 

The cumulative adjustment mortgage 
yonds are junior to the prior lien 4%, 5% 
ind 6% bonds and in turn underly the in- 
ome mortgage bonds. . Both the adjust- 
nent and the income bonds have specula- 
ive possibilities. 





' 
GENERAL MOTORS CORP. 
| (Continued from page 615) 





it on as firm a foundation.as was char- 
acteristic of a similar period in U. S. 
Steel. 

With the DuPonts in control and 
J. P. Morgan & Company as bankers, 
the fluctuations in the price ot the 
stock may not be spectacular, but the 
growth and development of the com- 
pany should be persistent. The per- 
centage, as Mr. Raskob expressed it, 
which should be earned on the amount 
of the cash invested, bears every indica- 
tion of being substantial and enduring. 
R.D.W. 
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On This Choice 
Chicago Loop 
Security 

















Union Fuel Building 
Space Is Valuable 


[* the Union Fuel Building one tenant alone 
pays an annual rental that practically covers 
the rental of ground lease on which this build- 
ing is constructed. Good location—right in 
the heart of the loop—makes space in this 
building very valuable. 


Earnings from rentals are more than five times 
the largest annual interest requirements on 
this building and its Direct Closed 7% First 
Mortgage on this valuable leasehold estate 
and make this security an exceptionally at- 
tractive icvestment. 


Our illustrated descriptive circular, giving 
highly interesting information about this at- 
tractive vond issue, will be mailed on request. 


These bonds are legal invest- 
ment for National Banks 


Hyney, Emerson & Co. 


39 South LaSalle Street, Chicago 


“YNEY. EMERSON & CO Please send me Illustrated Circular of 
the Union Fuel Building 7% Bonds. 


Chicago, Illinois 


N ataax wecapevapecuscwapccanecenceaseus 
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Adarcs> 
ity ; ee Se a , 
MOST POPULAR TRADING STOCKS IN 1921 
Times Entire 
Shares % of Outstanding Shares 

Sold Outstanding Common 

Name im 1921 Shares Sold Were Sold 

1. Mex. Pete — cevecececs 9,311,950 2090. % 20.9 times 

2. Gen. Asphalt .................. 7,391,608 3768. 

SBE = ecccecésccsocunecssee Ge 1166. 11.6 
8 OT coon SCUOUS 169. 11 
Bs GE Dcbeqncsicevecdsdoccacces 4,706,570 2388. Bs 
6. Atl Gulf ....... SS LO 7690. 26.9 
B, Gee, TGROTD cccecccccccsoccesce : SO 16.6 2 
SS 0 Mrs 77.2 na 
i, MEET ssccuceaesnae sees 2,896,300 $29. 53 
ee «es» 2,482,150 43.7 A 
11. U. S. Rubber..... eipesabie .. ZALTS0 297. 3.0 
ss {= eeRSeRER ; 2,388,500 zs. 24 
13. Pac. Oil abebuseaeeenhete 2,308,405 66. Ja 
_ Fs  F | eo scocccce Eee 144, 14 
i SE - ascuneente sseoese GED 151. 15 


NOTES:—If at least 50% of the stock was held out of the market to maintain control, then 
the shares in open market were turned over DOUBLE the number of times indicated in last column 


In any event, ASPHALT, was completely sold not less than three times a month. 
Mex. Pete averaged 31.000 shares per day. 



































TOBEY & KIRK 


Members New Y ork Stock 
Exchange 


Founded 1873 





Accounts 
Carried on 
Conservative 


Margin 





25 Broad St., New York 
208 Se. La Salle St., Chicago 

















LOOKING 
FORWARD 


ON the threshold of 

this year of promise 
your investment de- 
cisions have unusual 
significance. Our trust- 
worthy investment serv- 
ice will be helpful. You 
can start investing with 
a small sum, as we trade 
in ODD LOTS of listed 
stocks. These can be 
bought outright or on 
margin. Write for our 
selected list of sound 
securities. 

















Address Dept. M.W. 


Cistoim & (HAPMAN 


Members New York Stock Exchange 


71 Broadway, New York City 
Telephone Bowling Green 6500 
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“OVER-THE COUNTER 


IMPORTANT ISSUES 
Quotations as of Recent Date 


Aeolian Weber ............. 20 
ke ea ee =. -— 
American Ee 54- Bid 
GE Se 73- “ 
American Type Founders, com 44— 47 
Atlas Portland Cement...... 47- 52 
Babcock & Wilcox .......... 109- 111 
Borden Company ........... 95- 96% 
| >see 102- 105 
oe ere 111- 116 
Crocker Wheeler ............ 40 50 
General Baking ............. 77- 8&2 
Jos. Dixon Crucible ......... 134- 140 


Ingersoll-Rand 145- 155 
H. W. Johns-Manville ....... 410- 450 
New Jersey Zinc .:.......... 135- 137 
Niles-Bement-Pond .......... 4l1— 43 
Phelps, Dodge Corporation.... 165— 175 
Royal Baking Powder Co.... 100- 105 


Safety Car Heating & Light.. 60- 62 
Stetson (John B.) ......... 295- 310 
Thompson-Starrett ........... 58- 63 
Victor Talking Machine...... 1000-1050 
Ward Baking Co............. 100- ... 
Yale & Towne Mfg........... 280— 290 


Over-Counter Stocks Arousing Interest 


EVELOPMENTS in the over-the- 

counter securities market during re- 
cent weeks, as reported exclusively in this 
department of THE MAGAZINE OF WALL 
STREET, have aroused quite general in- 
terest and important price changes have 
resulted. 

One of the remarkable developments 
was an advance of something like 200 
points in the bid price of the Victor Talk- 
ing Machine stock. This company was 
briefly analyzed in the February 18th is- 
sue, and the performances which have 
enabled it to pay out a total of $497 in 
dividends on its capital stock in the 21 
years of its existence brought out. 

It is believed in authoritative circles 
that the next few weeks will see other 
important new developments in the over- 
the-counter market. A number of the 
companies represented here have very 
large cash surpluses at the present time, 
and it would not be surprising if some 
melon-cutting were done. The Johns- 
Manville Co., Joseph Dixon Crucible and 
Phelps Dodge Corporation shares are 
mentioned as among the more likely can- 
didates. 

One of the interesting situations in the 
over-the-counter market is that represented 
by the piano company stocks. At this 
writing, Aeolian Weber common and pre- 
ferred are offered at $20 and $50 per 
share, respectively, with no bids reported. 
On the other hand, $54 and $73 are 
being bid for American Piano stock with 
no offerings reported. There is a situa- 
tion here which merits investigation, and 
which will be made the subject of a spe- 
cial report in a later issue of THe Maca- 
ZINE, 


General Baking Company 


Attention is being called to the shares 
of the General Baking Company, now 
being quoted 77-82 in the over-the-counter 
market and enjoying increased activity. 

The General Baking Co. is one of the 
leaders in a highly profitable field. It 
was formed in 1911, and has a chain of 
bakeries and office buildings throughout the 
eastern and southern states. 

The company has an earnings record 
comparable with that of the Ward Bak- 
ing Co., which has been analyzed in this 


THE MAGAZINE OF WALL STREET 


department. Total net income in the 
years 1915 to 1920, inclusive, is recorded 
in the following table: 


et eeesere 741,014 
an. ‘s6ietpan emacs 919,053 
eee 964,019 
., ees 1,004,956 
nn accutane ial 1,355,339 
Ms dateetitaels 1,595,910 


The company’s capitalization consists of 
$2,834,000 Ist mortgage 6s, due 1936; and 
the following stocks, authorized and is- 
sued. 

Authorized Issued 
7% Cum, Pfd. ....$10,000,000 $5,925,000 
Common ($100)... 10,000,000 3,400,000 

The dividend record of the preferred 
stock was somewhat spotty in early years. 
A total of 54% was paid in 1912; 4% 
each year, 1913 to 1918, inclusive; and 
7% in 1919 and 1920. 

The company’s large earnings in recent 
years enabled it to pay full back divi- 
dends in 1920. Since then, the preferred 
has received regular dividends. 

The common shares received an initial 
quarterly dividend of 14% in March of 
last year. There is reason for believing 
that the common rate will be increased to 
8% annually. 

These facts give General Baking securi- 
ties special attractions at this time, with 
what seem excellent speculative possibili- 
ties in the common, 





MANITOBA POWER CO., LTD. 
(Continued from page 641) 











Earnings of Guarantor 


Winnipeg Electric Railway Co. for the 
twelve months ended November 30, 1921, 
reported net earnings after taxes and 
available for bond interest of $1,657,213 
against $1,504,628 for the previous twelve 
months. Deducting interest on funded 
debt of the parent company from the last 
twelve months statement would leave 
$1,022,053 or nearly twice the $525,000 
needed for guaranteed interest charges 
on the present amount of outstanding bonds 
of the Power Co. Selling at 94 the 7s 
yield approximately 7.55% if held to 
maturity. 
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(Continued from page 611) 











safest opportunities for speculation as 
well as investment will be included 
among the former. Furthermore the 
highest grade railroad stocks should 
show the influence of the lower money 
rates so that these issues will be sub- 
jected to a double influence: (1) im- 
provement in earnings and (2) improve- 
ment in the money market. Among 
such stocks are Union Pacific, Canadian 
Pacific, New York Central, Colorado & 
Southern, Atchison (on account of the 
possibility of higher dividends), Illinois 
Central, and roads of similar standing. 

As a matter cf fact, the lower-priced 
railroad stocks, with which the specula- 
tive railroad bonds may be included, 
offer in some instances better specula- 
tive possibilties than the higher-grade 
railroad issues. In an article appearing 
in the Jan. 21 issue of THe MAGAZINE, 
six speculative opportunities among the 
low-priced railroad stocks were de- 
scribed. They follow: St. Louis 
Southwestern; Pere Marquette; Rock 
Island; Chicago & ‘Eastern Illinois; 
Missouri, Kansas and Texas preferred 
and Toledo, St. Louis & Western. 
These issues probably represent the 
best opportunities among the low- 
priced non-dividend paying  raitroad 
issues. 

There are a number of other issues 
which do not present such attractive 
possibilities although they will un- 
doubtedly share sympathetically in the 
anticipated rise. Among such issues 
are Pennsylvania, New Haven, St. Paul, 
Pittsburgh and West Virginia and a 
number of the issues selling at $10 
and lower per share. 





LEADING ACTIVE STOCKS IN 1921 


No. Shares 
Name Dealt in 
American International ‘ . 1,154,358 
American Sugar ..... : ccccscce SRG 
American Sumatra Tobacco 1,296,300 
American Woolen ......... pene 1,809,100 
Atlantic Gulf & W. I................... 4,038,700 
Baldwin Locomotive ......... cvcscee GRID 
Baltimore & Ohio......... enipnten . 1,186,310 
Bethlehem Steel B..................... 1,936,720 
Central Leather ...... sacentehinaiant . 1,076,900 
Chandler Motors ............. ee 
—§ 8 Ora 1,016,740 
Graphophone ..............:. 1,168,600 
Corn Products Refining............ 1,133,975 
Cosden ) gad heghwadive 1,306,700 
Famous Players-Lasky .... aa 1,646,810 
General Asphalt ...... 7,391,600 
General Motors ........ i Swi -. 3,406,900 
Island O11 & Transport....... painnaest Se 
Kelly-Springfield Tire .................. 1,374,900 
sf 9 “Pee 9,311,950 
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HOTEL 
MARSEILLES 


Broadway at 103d St. 
(Subway Express Station at Door) 





Near Riverside Drive 
Central Park, Theatres 
and Shopping Sections 





Single room and bath $3 and 


per day. 
g Double room and bath $5 per day. 
BY Handsome suites of 2 and 3 rooms 














Dinner De Luxe $1.35 served 
én Blue Room and Grill. 


Exceptional Orchestra. 
M. P. MURTHA, Mgr, 
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INVESTMENT SECURITIES 


WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members of the New York Stock Exchange 


111 BROADWAY, NEW YORK 


186 REMSEN STREET, KEYSER BLDG. 
BROOKLYN, N. Y. BALTIMORE, MD. 
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HUTH & Co. 


30 Pine Street, New York 
Telephone John 6214 


Foreign 
Government 
and 
Municipal 
Bonds 


Ask for 
Descriptive Booklet M. W. 


























6%% for Twenty-five Years and 
Municipal Bond Security 


$120,000 
Town of 


Selkirk, Manitoba 


614% Gold Bonds 


Dated January 1, 1922, Denominations 
$1,000 and $500. Due January 1, 1 

Principal and semi-annual interest pay- 
able in New York City: Legality ap- 
preved by E. G. Long, Esq., of Toronto. 


FINANCIAL STATEMENT 


Value of Taxable Property (est.) $5,000,000 
Assessed Valuation ............. 2,758,000 


These bonds are the direct obligation of 
Selkirk, twenty-two miles north of Win- 
nipeg, with which City it is connected 
by the Canadian Pacific and Canadian 

orthern Railroads, also by an electric 
railway, and is located in the fertile, 
prosperous Red River Valley. 


Price 100 and Interest 


Further particulars of the above 
upon request for Circular MW32 


BANDON: GORDO 
™ ‘WADDELL 


89 Liberty Street New York 











FAVORABLE OUTLOOK FOR PACKING HOUSE BONDS 
(Continued from page 605.) 





a first mortgage on 155 acres of improved 
real estate in Chicago, Kansas City, Fort 
Worth, Sioux City and East St. Louis, as 
well as on land in Minneapolis and in and 
around New York City. This property 
was appraised in 1909 as worth $40,000,- 
000; the bonds are outstanding to the 
amount of $50,000,000. Since then there 
has been an appreciation of real estate 
values, and it has been recently estimated 
that the asset value exceeds the amount 
of the bonds. 

This bond underlies the convertible de- 
benture 6% bonds and the 10-year 7% 
notes. 

The issue has had a high investment 
rating for years and can be recommended 
as suitable for the savings of “widows 
and orphans.” The bonds are listed on 
the New York Stock Exchange. 


Armour 7% Conv. Notes 


These notes, which mature in 1930, are 
not secured by a mortgage, but are a di- 
rect obligation of the company. These 
notes are redeemable on 60 days’ notice 
at 105, about 2 to 3 points above their 
present market price, which is an unat- 
tractive feature. 

With the large amount of bills payable 
that the company has outstanding, it may 
be some time before these notes are called. 
Still 7% is now a high interest rate and 
the premium only brings it down to 6.7%, 
which is also above the market rate. 

These notes are convertible into class A 
common stock, which is preferred over 
class B common stock, up to 8% divi- 
dends. No dividends are now being paid 
on the common stock. However, when 
business gets back to normal this stock 
may be in a good position to receive full 
dividends, in which case it might be ad- 
visable to take it in exchange for the 
notes. 

These 7% notes at 102-103 may be con. 
sidered a good.short-time investment and, 
except for their contingent redemption, 
should sell, perhaps, five to ten points 
higher. 

Swift Co. Ist 5s 


These bonds (due 1944) have an annual 
sinking fund of 2%, which is used to re- 
tire the bonds at not over 102%. 

This issue is authorized to the extent of 
$50,000,000, of which $28,923,000 are out- 
standing. It is a first mortgage “on all of 
the packing houses and other property of 
the company located in Chicago, E. St. 
Louis, S. Omaha, Kansas City, S. St. Jo- 
seph, S. St. Paul, New York, Philadel- 


phia, Denver, Milwaukee, and St. Louis, 
and distributing branch houses in many 
other important cities.” 

The earnings of the company in normal 
times cover the interest charges on these 
bonds with a wide margin, and these se- 
curities are in a strong investment posi- 
tion. They can be recommended for those 
that consider safety as being paramount, 
but who also want to secure a fairly good 
return on their money. These bonds are 
listed on the New York Stock Exchange. 


Swift & Co. 7% Notes 


There are $25,000,000 of the notes, dated 
August 15, 1921, outstanding. These notes 
are redeemable at 102% during 1922, with 
a premium which decreases 4 of 1% each 
succeeding year thereafter. 

In view of the large net reduction in 
notes payable made by Swift & Co. dur- 
ing 1921, it appears likely that these notes 
will be refunded within a comparatively 
short time, and can therefore be consid- 
ered only short term investments. 

These notes are not secured by a mort- 
gage, but the average earnings of the com- 
pany are ample to take care of the inter- 
est charges on this and the other issues. 

The 5-year 7% notes due October 15, 
1925, are in much the same position as 
the 7% notes of 1931. 

They are a very good short term in- 
vestment. 


Morris & Co. First Sinking Fund 4%s 

The $17,626,000 of bonds outstanding 
are a first mortgage on the real estate, 
plants and fixed property of the company 
located at Chicago, East St. Louis, St. 
Joseph, Kansas City, Omaha and Okla- 
homa City. 

An annual sinking fund of 1.6% is used 
for the retirement of bonds at not over 
103. The bonds fall due in 1939, 

Although the earnings of the company 
for the last two years were reported in 
red figures, the company is normally able 
to earn its interest charges with a satis- 
factory margin, and as this issue under- 
lies the other ones, it is in a safe position. 

As with the first mortgage bonds of the 
other companies, it is a strictly invest- 
ment security, and with the advent of 
lower money rates, along with the other 
issues, it should sell higher. These bonds 
are listed on the New York Stock Ex- 
change. 


Morris & Co. 10 Year 744% Notes 


These notes, similar to those of Armour 
and Swift, have the unattractive feature 
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f being redeemable at a little over par. 
In the case of the Morris Co. notes, they 
ire callable at 107 for the first three 
years, and 106 for the next three years, 
05 the next two years, and at 104 the last 
wo years. As with notes of the other 
ympanies, it appears unlikely that the full 
mount, less those retired by the sinking 
und, will be outstanding at the maturity 
ate. 

The sinking fund on this issue, which 
atures in 1930, is unusually heavy, and 
vill retire one-third of the bonds prior to 
heir maturity. 

For a short term investment, which will 
ery likely hold its present price, or even 
ppreciate because of the large sinking 
und, this issue can be recommended to 
hose wishing a good return and reason- 
ible safety. 





BARNSDALL CORP. 
(Continued from page 628) 





sight must not be lost of the fact that 
in its extensive mining properties the 
‘ompany has physical assets of great 
though as yet mainly undeveloped 
assets. The decline in mining activities 
ind in the prices of the various metals 
produced by the company’s subsidiaries 
have necessarily cut into the earnings of 
these companies but with the metal 
narkets generally facing a more promis- 
ng future, it is likely that the com- 
pany’s income will be considerably in- 
sreased from this source. 


Conclusion 


Considering the various interests of 
the company, its capable management, 
the conservative financial policy, its 
assets and good fihancial condition, this 
company gives a favorable impression. 
The shares of the company, while they 
are as yet unseasoned and therefore 
speculative, should ultimately yield 
good returns to the investor who has 
the patience to stand by the company 
while its directors are building it up. 
[he shares are very inactive and sell 
on the New York Stock Exchange. At 
this writing the last quotation for the 
‘A” stock is about 26 and about 22 for 
the “B” stock. A security of this sort, 
»f course, while holding out ultimate 
hopes is more suitable for an individual 
with a surplus above that ordinarily 
1eeded for investment enterprise, and 
10t for an investor who is in no posi- 
tion to assume even a reasonable risk. 





HOW SHALL I RE-INVEST MY 
INCOME? 


(Continued from page 624) 











embarrassment at a time when you should 
be more or less financially independent, the 
value of this suggestion will become more 
apparent. The writer truly hopes that 
each individual reading this article will be 
encouraged to make at least a reasonable 
effort toward the reinvestment of his in- 
come. To do so would save many of us 
from worry at a time when our minds 
should be at peace. It is very unpleasant 
to have the wolf snarling at your door 
when you are fifty. 


for MARCH 4, 1922 
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ADDRESS 
CITY AND STATE 


Expert Counsel 


Means Increased Investment 


Profit 


q@ IF A CORPS OF EXPERTS GATHERED 
ABOUT YOUR DESK ONCE A WEEK to dis- 
cuss with you your investments and other security 
commitments you would gladly be guided by their 
advice and counsel in the readjustment of your 
holdings. You would welcome suggestions from a 
group of keen, trained economists, financiers and 
engineers. 


@ BY ENROLLING AS AN ASSOCIATE 
MEMBER OF THE RICHARD D. WYCKOFF 
ANALYTICAL STAFF you will have exactly the 
same service as if the entire Staff called regularly 
at your office and talked with you in person. 
Through the Staff you are kept advised of every 
change in every factor that enters into the value of 
your securities. You are instantly apprised if shift- 
ing fundamentals make a change advisable or 
imperative. 


@ GREATER PROFITS and greater safety should 
result from having a board of experts working out 
your problems and constantly guiding your invest- 
ments. This should impress upon you the import- 
ance of associating yourself with this Staff. 


The detailed explanation of the work and methods of the 
RICHARD D. WYCKOFF ANALYTICAL STAFF is 
certain to interest you. May we tell you how the Staff 
would serve you as an individual; how our scientific man- 
agement of your investment operations would be profitable 
to you? 


The Richard D. Wyckoff Analytical Staff 


42 Broadway - . New York, N. Y. 


ees @eemeemecaeeeaaec Lh OUPON@ econ eeaee @ @ @ ~ @ 


THE RICHARD D. WYCKOFF ANALYTICAL STAFF, 
42 Broadway, New York, N. Y. 


What can your Staff do for me? 
My investment security holdings total approximately $. .. 
My speculative holdings total approximately $.......... 


Cash now available for investment totals $............ 
I am also submitting separate memorandum listing my investment and speculative 
securities—prices paid for each, and the margins on which I hold them. 

This is to be held in strictest confidence by you. 

I understand there is no charge or obligation. . 


























Equinment Stocks 


American Car & Foundry Co. 
American Locomotive 
Baldwin Locomotive 








1. Equipment companies as a 
whole enjoy relatively the best 
financial position. 

2. The railroads, in spite of ob- 
stacles, must continue to op- 
erate. 

3. Operation of roads makes re- 
placement of equipment im- 
perative. 

4. Replacement of equipment 
may be deferred but cannot be 
abandoned. 

A cursory glance at the above 
facts should convince the investor 
that the securities of American 
equipment companies are worthy 
of his attention at this time. 

Write, phone or call for our re- 
cent analyses of the Companies 
named above. 


Richardson, Hill & Co. 


Established 1870 


50 Congress St.—Copley Plaza Hotel 
BOSTON 
PORTLAND BANGOR NEW HAVEN 


Members of Boston, New York, and 
Chicago Stock Exchanges 


















































































A Review of the 


Oil Situation 


We have prepared 
a review of the oil 
situation which 
should prove of 
value to investors 
interested in oil se- 
curities. 


Copies will be supplied 


on request. 








CARL H.PFORZHEIMER & CO 


Dealers in Standard Oil Securities 
25 Broad St. Phones 4869-1-2-3-4 Broad 
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ERIE RAILROAD COMPANY 
(Continued from page 609) 











expense which includes the payroll. In 
1915, for example, transportation costs 
were $23,200,000, against a gross of $66,- 
400,000. In 1921 gross business was ap- 
proximately $47,000,000 larger than in 
1915, but transportation expenses were 
approximately $32,000,000 larger, and at 
that Erie succeeded in bringing down 
transportation expenses in 1921 in a ma- 
terial way as compared with 1920. These 
increases in the cost of doing business are 
well recognized and apply to all railroads, 
but the effect is more far-reaching and 
more disastrous—if that word may be used 
—in the case of a road which, like the 
Erie, unfortunately possesses relatively 
large capitalization. 

In 1921 it is estimated that the Erie 
saved 20% of cost of maintenance of way 
by contracting for maintenance work in- 
stead of doing such work itself under the 
wage scales and working rules established 
by the U. S. Labor Board. Erie has 
taken a definite stand on this point, not- 
withstanding the agitation which it has 
aroused among the organized railroad 
brotherhoods. 

There is a limit, however, to the econ- 
omies which a road like Erie can put into 
effect, and it is not fair to expect the 
Erie to prosper through the medium of 
drastic economies. It is obvious that 
there must be a return to pre-war operat- 
ing conditions, which is more emphasized 
in the case of the Erie than in that of 
many other stronger roads. 


Erie has $15,000,000 notes due April 1, 
1922. Of this total $12,000,000 is owned 
by the War Finance Corporation, and the 
Erie has applied to that Government 
agency for an extension of the loan. It is 
perhaps fortunate for the Erie that, at this 
time, it does not have to depend upon the 
public for funds, but, on the other hand, 
it is fundamentally unfortunate that the 
road must lean on the Government in order 
to maintain a solvent financial sheet. 


Conclusion 


It is perhaps a fair statement that the 
chief speculative interest in Erie’s securi- 
ties, at the present time, is centered in the 
bond issues rather than in the stocks. 
The reason for this is quite obvious. The 
active bond issues have fallen to such low 
levels that their prices indicate an attrac- 
tive speculation, and potential purchasers 
of Erie securities, in their commitments, 
are looking for something a little nearer 
to the property than the various classes of 
stocks are. The depreciation of Erie se- 
curities from face values is shown in the 
accompanying chart, and it will be noted 
that the leading active bond issues and the 
share capitalization are selling for not 
much more than 30 cents on the dollar, if 
the “dollar” can be measured by face or 
par value. 

The price range of the Erie stocks is a 
narrow one. Their big break came in 
1917, and since that time they have shown 
little real substantial rallying power. In 
recent weeks the rail stocks have been at- 
tracting increasing outside attention, and 


the Erie shares have responded to some 
extent. It is to be questioned, however, 
whether this moderate market improve- 
ment has been due to any change in Erie’s 
fundamental position. More probably it 
kas been a reflection of temporary specu- 
lative sentiment. Of course, the fact that 
Erie earned a surplus over charges in 1921 
was a cheerful bit of news, but, as previ- 
ously emphasized, extra dividends from 
coal properties are not going to make or 
mar the Erie. 


To the speculator who is interested in 
Erie securities the various bond issues 
make a more attractive appeal than do the 
stocks. For example, the first consoli- 
dated prior lien 4s/1996 are currently 
quoted around 59 and the first consolidated 
general 4s/1996, which are subject to the 
first consolidated prior lien 4s, are quoted 
around 45. Both these issues show rather 
a substantial appreciation from their low 
prices. The series A, B and D convertible 
4s, all due 1953, are selling at prices 
where the direct income return is approx- 
imately 10%. They are junior lien bonds 
and much more of a speculative security 
than an investment. The yield is certainly 
large enough to attract, but their position 
cannot be definitely ascertained until it is 
more certainly known whether or not Erie 
must undergo a financia! readjustment. In 
the writer’s opinion, that question by no 
means has been definitely settled. 

There are only two Erie bond issues 
maintaining, what might be called, a high 
estate. One is the Chicago & Erie 5s/1982, 
selling around 87, which are outstanding 
to the amount of $12,000,000, and which 
are a direct first mortgage on 250 miles 
of important main line. The other is the 
Erie-Pennsylvania collateral trust 45/1951, 
selling around 80. These bonds are se- 
cured by the Pennsylvania Coal Company 
stock and by 51% of the New York, Sus- 
quehanna & Western shares. The market 
appraisal of their position, even should 
there be a financial adjustment, is plainly 
enough reflected by the satisfactory price 
level which they maintain. They are, 
what might be called, Erie’s prime securi- 
ties and, judging from price levels, are not 
in a speculative position. 

There is no present guide to point 
Erie’s way into the clear, and it is un- 
reasonable to look for a definite change 
in the road’s position in the near future. 
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regard to Federal Mining & Smelting pre- 
ferred stock. This is a very speculative 
issue, everything depending on how favor- 
able development work on the property is. 
This company only has a small amount of 
ore blocked out, but there is always the 
possibility of more good ore being un- 
covered. We should say, therefore, that 
the stock has speculative possibilities, but 
is rather a risky proposition. If you pre- 
fer a stock with more definite possibilities, 
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ould favor a switch into Tennessee Cop- 
er selling 10. The latter company is in 
rood financial condition, has favorable sul- 
yhuric acid contracts and we believe in the 
ext two years much better earnings will 
e shown. 


——_——_ 


MEXICO OIL 

An Excellent Switch 

I am one of the unfortunate “investors” who 
ought Saxon- Motors when it was selling in 
he twenties and Alaska Gold at 3. I also own 
»me Chicago & Alton, Habirshaw Electric and 
itlantic Fruit. 1 realise that these securities 
tre nearly valueless but I am wondering if you 
an suggest a switch inte some stock that may 
ome ad give me back part of my lesses.— 

D. K. 


We suggest a switch into the shares of 
the Mexico Oil Corporation, selling on 
the New York Curb market at about 
$1.75 a share. This company is not yet a 
producer and its holdings were selected 
with the express purpose of awaiting the 
-oming big fields and waiting for other 
people to prove them. The company has 
extensive holdings in Mexico and Bolivia. 
Some of its properties in the latter coun- 
try have been sold at a liberal profit. It 
is estimated that the Bolivian properties 
which have been sold will justify an ex- 
penditure of $50,000,000 in getting out 
the oil. One of the Standard Oil com- 
panies was the purchaser. 


In Mexico, the San Miguel holdings of 
the company have already proven to be 
of extremely great value. From an of- 
icial statement issued by the president it 
appears that the San Miguel properties 
lone should earn 100% of the par value 
‘f the stock which is $10. 


These few points have been indicated in 
brief merely to suggest the possibilities of 
this stock, as an analysis of the company’s 
holdings would require more space than 
that allotted to this article. 


At any rate, judging from the above it 
appears that the stock of the Mexico Oil 
Corporation contains much greater possi- 
bilities than the securities you mention 
and that it would be advantageous to make 
the exchange at these levels 





UNION CARBIDE & CARBON 
CORPORATION 
(Continued from page 612) 














the company if the record for 1921 showed 
much over $4 a share for the common. 


Conclusion 


Union Carbide & Carbon has only one 
class of stock outstanding and no funded 
debt. The stock consists of 2,800,000 
shares, which, quoted at $51 a share, puts 
a value of $142,000,000 on the property. 
The shares at the present dividend rate 
of $4 yield 78%. 

The company’s financial position, as 
shown, is not likely to have been damaged 
much by last year’s deflationary process. 
Although the holding company, as such, is 
comparatively young, the units composing 
it are well matured. Under normal condi- 
tions, this immense organization should 
be able to show a satisfactory profit. 


The shares do not seem over-priced, al- 
though they are speculative. 


for MARCH 4, 1922 
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Now it may happen, owing to the ex- 
istence of a large short interest, or for 
other special] reasons, that a certain stock 
is in more than ordinary demand. In that 
case the lender of the stock may decline 
to pay the prevailing call-money rate on 
the funds advanced. If the posted rate be 
6%, he may refuse to pay more than 5%, 
or even 4%, or 3%, or 2%. Then the 
stock is said to be “lending under the 
money rate.” Or, he may refuse to pay 
any interest at all, in which case the stock 
is said to be lending “flat.” Carrying the 
point further, it may happen—in fact, it 
has frequently happened in the past—that 
a certain stock for one reason or another 
is in unusually heavy demand for borrow- 
ing purposes. At such times lenders of 
the stock are in a position not only to refuse 
paying any interest at all on the funds ad- 
vanced as security, but even to exact a 
premium for the use of their stock. This 
premium may be 1-16, or %, or % of 1% 
a day, or more, and the stock in question 
is then said to be “lending at a premium.” 
However, it does not always follow, be- 
cause a certain stock is loaning under the 
call-money rate, or “flat,” or even at a 
big premium, that a large and unwieldy 
short interest in it exists. Big operators 
have a way of creating an artificial demand 
for their specialties by borrowing all the 
stock they can lay hands on, and then ex- 
acting a stiff premium from the would-be 
borrowers. Their object, of course, is to 
deter others from selling the stock at a 
time when they, the big operators, are try- 
ing to liquidate their own holdings. 

A case in point is Crucible Steel. A 
year or so ago, when the stock was sell- 
ing well above $125 a share in a generally 
declining market, a premium of as much 
as 1% a day was at times demanded for 
the use of the stock. From the subsequent 
action of the stock, which sold some time 
ago as low as 51, it now is a fairly safe 
assumption that last year’s scarcity of 
Crucible stock for borrowing 
was wholly artificial and was merely a 
ruse to deceive the bear element in Wall 
Street and to facilitate liquidation by in- 
siders. As a general rule, however, the 
fact that a stock is “loaning” below the 
money rate, or “flat,” is a pretty good 
indication of the existence of an over- 
crowded short interest, and should serve 
as a warning that short selling would be 
attended with considerable risk, indeed. 


purposes 





ADVANCE-RUMELY CO. 
(Continued from page 613) 











dividends are likely to continue to pile up, 
the outlook for the common stock does 
not appear to be at all satisfactory. At 
present prices of around 14, it is four 
points above its low of 1921. Holders of 
the common stock who desire to maintain 
an interest in the company would proba- 
bly do well to switch into the preferred 
stock. The 6% debentures are well sc- 
cured, but as the amount now outstanding 
is so small, there is a very inactive market 
in this issue. At present prices of around 
92, they look like an attractive business 
man’s investment. 
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PRICE MOVEMENT AND ITS RELATION TO 
BUSINESS 


(Continued from page 601.) 








one another as between different countries 
has been found in the fact that so early 
in the European war, the gold standard 
was practically abandoned by all, each 
country thereafter falling back upon a 
basis of artificial prices and pure credit. 
To get back to some common: basis of 
value therefore is the first and fundamental 
element in the problem. This has led to 
a consensus of opinion on the part of most 
careful observers to the effect that early 
restoration of a gold basis of exchange 
in international trade is absolutely neces- 
sary. That does not mean that the re- 
storation of the old gold parities is neces- 


sary ;—indeed that is out of the question 
in most countries. Great Britain may be 
able to get back to a parity as relates to 
the dollar, similar or equivalent to that 
which existed before the war. In fact 
the rapid rise of sterling during the early 
weeks of 1922, and the tentative announce- 
ment on the part of the Chancellor of the 
Exchequer that it is intended as soon as 
possible to restore the freedom of move- 
ment of gold into and out of Great Brit- 
ain tend strongly to confirm this belief. 
On the Continent, there seems no reason 
at present for the opinion that any of the 
countries are likely to get back to a defi- 


nite gold parity at the level which ex 
isted before the war. It should again be 
emphasized, however, that the essentia 
thing in restoring international values tc 
a comparative basis and thereby rendering 
possible a trade based upon the same con- 
ditions and standards which existed ir 
former years, is not the restoration ot 
the old parity of money units but the 
restoration of a common measure of value 
which permits business to go on as before 
the war, and allows traders to make ac 
curate calculations as to how they car 
cover costs and other obligations. Suck 
restoration of a uniform basis is probably 
the one point upon which practically al 
experts seem to be agreed. 
Uniform Basis Must Be Gold 

In this connection, however, it is alsc 

admitted that the uniform basis referred 


to must practically be gold and that nc 
other footing of value will answer the pur 
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pose. That is not because of the fact 
that gold has shown jtself altogether satis- 
factory as a unit of value; on the contrary 
the experience of the past few years has 
been extraordinarily disappointing in that 
regard. The demand for the restoration 
of the gold standard was merely based 
upon the fact that nothing better or more 
satisfactory has been devised to take the 
place of gold. Restoration of the gold 
standard is therefore essential not because 
of the catisfactoriness of the metal but 
because of its superiority to the other 
measures that have been tried or proposed. 
Uniformity of measurement is in itself 
the fundamental and absolute essential, 
and without it very little progress can be 
effected. Indeed if variation of prices be- 
tween countries which now exists cannot 
be brought to a close it may be expected 
that international trade jtself will continue 
to recede, eventually reaching an even less 
satisfactory level than at present. Our 
own trade during the year 1921 was off 
about 50 per cent from 1920. 

The study and selection of means to re- 
store a common measure of value will be 
perhaps the most important work to be 
carried through at the Genoa Conference. 
How it may be accomplished will form 
the subject of the next article of this 
series. 

(The title of this series which was 
originally How to Forecast Business and 
Financial Conditions is changed herewith 
to The Price Movement and Its Relation 
to Business, the latter title covering the 
subjects handled more fully than the old 
title. The second of the series was writ- 
ten by H. Parker Willis, the third to be 
written by Mr. King.—Editor.) 
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pany, which is carried on the balance 
sheet, exclusive of good will, trade 
marks, etc., at $15,243,113, for fixed 
assets and approximately $6,000,000 for 
net liquid assets. A sinking fund pro- 
vides for the annual retirement of 1% 
of the outstanding bonds and in addi- 
tion 15% of the yearly net surplus be- 
longs to the sinking fund so long as 
any of the bonds are outstanding. At 
present price of 82 the yield on these 
bonds if held to maturity is 8.3%. In 
view of the fact that they are a first 
mortgage on assets conservatively 
valued at at least twice the amount of 
the bonds outstanding and in view of 
the improved management the company 
is enjoying they appear to offer a rather 
attractive investment opportunity. 

At present prices of around 25 the 
preferred stock would appear to have 
good long pull possibilities. Back divi- 
dends on this issue now amount to 
1471%4%. In 1920 this stock sold up to 
61%. Under present conditions no 
dividends can be expected, but it would 
appear that when a brisker demand for 
this company’s goods springs up, as is 
likely in the near future, the stock at 
least has fair prospects of getting some- 
thing in the way of dividends. In view 
of the back dividends due on the pre- 
ferred, the common stock selling around 4 
does not look particularly attractive. 


for MARCH 4, 1922 




















Stop Trusting to Luck 
In the Market! 


The element of chance has no place in the selection 
of securities for investment and trading, notwithstand- 
ing the willingness of many to trust to luck. Nor should 
you take chances when selecting a broker. 


The man who wouldn't trust an employe to select his spring line 
of goods, or map out a selling campaign unless he was convinced 
the employe was fully capable of weighing every factor likely 
to enter into the transaction,—this same man very often puts his 
hard-earned surplus funds into “gilt-edged investments” that are 
not worth the paper on which the certificates are printed. Some- 
times it’s guess work—often it’s at the suggestion of a friend 
who has no more time to study market conditions than he has 
had himself. 


The Investment and Business Service of the Magazine of 


Wall Street Is a Scientific Service. 


This service keeps you informed at all times as to the best 
trading and investment opportunities in securities, advises you 
of unexpected changes that may imperil your holdings. It is the 
product of the combined judgment of a group of experts, each a 
student of a group of securities and a few related industries. 
You have the satisfaction of knowing that you are being guided 
by a group—not by one man—for no one can always be right. 
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every Thursday. 100 stocks or more. 


2.—Without additional charge a 5.—A brief but thorough survey of 
summary of about 50 words, the various fields of industry. 
sent to you by night letter col- 6—Recommendations of several 
lect—optional with you. profit possibilities in bonds. 
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ever any important change im- garding any security—or the 
pends. standing of your broker. 

8.—The service also comprises the new feature, THE INVEST- 
MENT INDICATOR, which has no duplicate anywhere. In 
tabular form it shows the positions of 75 to 100 stocks and 
tells you what to do with them, if you are an investor. 


SPECIAL THREE MONTHS’ OFFER $30 


The cost of the Investment and Business Service is but $100 per year. 
We shall allow you, however, to test it for three months at $30. 


MAIL COUPON TODAY 
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which we will render our opinion, wthout extra charge. 
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Does YOUR 


COAL MINE 
Pay a Profit? 


Fit your operating meth- 
ods to present market 
conditions by discover- 
ing every possibility of 
lower cost or economical 
increase in output. You 
get the advantage of 38 
years of active ownership 
and nationwide coal 
mine management in— 


PEABODY 


Consulting Service 


What we are constantly doing 
for others is an indication of 
how our experienced service 
may profit you. We also pre- 
pare plans for opening and 
developing; examine and ap- 
praise; and serve in advisory 
capacity to banks, trust com- 
panies and bond houses. 
Write for booklet descriptive 
of Peabody service. 


PEABODY 


COAL COMPANY 
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332 South Michigan Ave. - CHICAGO 
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ANSWERS TO INQUIRIES ON RAILROAD SECURITIES 
(Continued from page 610) 





turities next year. It hardly seems likely 
to us, however, that this road will be al- 
lowed to get into serious difficulty as it 
is well known that the property has been 
excellently maintained and that under more 
normal conditions it should be able to 
cover its fixed charges comfortably. The 
outlook for earnings in 1922 is brighter, 
one reason being the reopening of the large 
mining companies’ properties, which means 
increased profits, and it is expected that 
the traffic in grains will be much heavier. 
While there is a certain element of risk in 
holding the preferred stock should condi- 
tions turn out more unfavorably than ex- 
pected, it looks very much to us as though 
this road has seen the worst and that there 
will be improvements from now on. As 
regards dividend on the preferred stock, 
there is little or no likelihood of anything 
being paid in 1922. In fact, it looks as 
though it will be a rather long wait for 
dividends, although it is certainly not in 
the hopeless class. 

If you decide to. take the loss in order 
to switch into a dividend payer, would 
favor waiting for a rally from present 
levels. 


N. Y., WESTCHESTER & BOSTON 


Bonds in Speculative Position 

How do you regard the outlook for New York, 
Westchester & Boston bonds? I hold some at 
much higher prices and have heen considering 
averaging at present prices. Would you deem 
this advisable?.—G. S. J., Marietta, Ohio. 

New York, Westchester & Boston earn- 
ings have not been sufficient to cover in- 
terest on the bonded debt. At the present 
time the road runs through territory that 
is not very much built :p and it would 
seem as this territory becomes more pop- 
ulated, that the road should become a 
good earner. At the present time the 
guarantee of the bonds by the New York, 
New Haven & Hartford is apparently the 
only reason that the interest is still being 
paid. In case of a receivership for New 
Haven, we should say that the interest on 
these bonds would immediately be default- 
ed. Some reorganization of the road 
would probably then be necessary in 
order to supply it with working capital. 
In view of the fact that the property the 
New York, Westchester & Boston owns 
is a valuable one, we would not be inclined 
to sell out these bonds at present prices. 
Believe it inadvisable, however, to average 
your holdings down by purchasing any 
more at this level, as in case of unfavor- 
able developments in New Haven Railroad 
you might be hung up in them for a long 
time. 


NORTHERN PACIFIC 
Has Probably Turned Corner 

I cten 100 shares of Northern Pacific at 110. 
As the dividend does not appear to be safe I 
have considered switching into one of the follow- 
ing stocks: United Fruit, American Sumatra To- 
hacco, Sears Roebuck. I should be greatly obliged 
for your advice about the suggested switches.— 
D. S. F., Sheffield, Mass. 

Northern Pacific has very strong inter- 
ests behind it and regardless perhaps of 
the fact that the road has not been making 
a wonderful showing in the past two 


years, interests identified with the company 
intend seeing it through. Its subsidiary, 
the Burlington, declared an extra dividend 
of which 50% goes into the Northern 
Pacific treasury and Colorado Southern, a 
subsidiary in turn of the Burlington, also 
placed its common stock on a $3 dividend 
basis. This helps Burlington and in turn 
Burlington helps Northern Pacific. It 
looks as if the 7% dividend on Northern 
Pacific will be maintained and in view of 
the large loss you would suffer by switch- 
ing, we believe that, while fully aware of 
a past unfavorable earning position, the 
company has probably turned the corner 
and eventually you ought to be able to 
sell to better advantage. We frankly do 
not see any great advantage in switching 
into the stocks named in your letter, al- 
though if you are looking for a sound 7% 
preferred stock, we would suggest General 
Motor preferred around 80, whose divi- 
dend is apparentfy quite safe. 





WESTERN PACIFIC 
Strong Financial Condition 

Some time ago I purchased 100 shares of 
Western Pacific preferred about ten points higher 
than it is now selling for. If its dividend is 
not going ta be continued I feel that I have 
more of this stock than I can afford to carry. 
4t the same time I do not feel like taking such 
a large loss. I would afpreciate your opinion 
IV. C., Union City, Pa. 

Western Pacific has not been fulfilling 
its outlook which anticipations indicated 
last year. Net earnings for the 11 months 
ended November 30, 1921, showed $1,314,- 
904 as against $3,413,673 for the same 
period in 1920. This company doubtless 
lost considerable business by reason of 
the damage in certain sections of the Cali- 
fornia fruit belt and the floods in the 
Pueblo sections made it impossible for 
them to receive freight from the Denver 
Rio Grande for some time, which doubt- 
less also affected its earnings. Whether 
these are sufficient reasons to account for 
the great decrease shown, we are unable 
to say. We would not consider the pre- 
ferred dividend in immediate danger in- 
asmuch as the balance sheet for the year 
ended December 31, 1920, the last avail- 
able, showed a net working capital of 
around $14,000,000. Of course, the show- 
ings of the road in the next few months 
will tell the story as to whether Western 
Pacific is really on the upgrade and the 
slump in earnings shown during 1921 sim- 
ply temporary. 

In order to reduce your risk suggest 
switching half of your holdings into 
Philadelphia Co. selling around 34 and 
paying $3. 





LOW PRICED MINING STOCK 
ON BARGAIN COUNTER 


(Continued from page 631.) 








THE MAGAZINE OF WALL STREET 





of the consumption, and sheet rolling 
11% to 15%. From these figures it is 
apparent that the zinc industry is on a 
firm foundation under normal industrial 
conditions. Therefore, it is reasonable to 
look forward to improvement in the 
market price of zinc shares as the above 
demands begin to reassert themselves. 


























N. Y., N. H. & HARTFORD DEB. 4s 
Highly Doubtful Position 


Would you give me your opinion of New York. 
New Haven & Hartford debenture 4s, due April 
1, 1922. Do you think they will be paid at 
maturity ?—O, . J., Portland, Me. 


New York, New Haven & Hartford 
debenture 4s due April 1, 1922, can be 
regarded as a speculative bond, as there 
is a certain amount of doubt as to whether 
they will be paid at maturity or not. Re- 
cently reports have been to the effect that 
the bankers would take care of New Ha- 
ven and that no receivership of the road 
was to be expected in the immediate fu- 
ture. The earnings of the road have 
shown up very poorly, however, and un- 
less there is a very material showing for 
the better, it rather looks as though there 
may be a reorganization. We would be 
inclined to leave this security alone. In 
case of reorganization, this bond might 
work out fairly well, but there are much 
better investment opportunities, we be- 
lieve. A suggestion is Packard Motor &s 
selling around par. The working capital 
of this company is more than twice the 
bond issue. 





Securities and Com- 
modities Analyzed 


. . 
in This Issue 
Bonds 

EE ED acd cckccensnsehedecedes SOK 

Sidi ntinedenseelieitils 665 
a keer 665 
TD ns a cehelgasnaasedueons 60s 
I iccsevdqcusstecsseete 68s 
aes eae 606 
Current Bond Offerings.............. 8 

Industrials 

Union Carbide & Carbon Corp....... 612 
Advance-Rumely Co.................. 613 
General EE GR cencssccesteece 614 
Westinghouse Elect. & Mfg. Co..... 616 
American Writing Paper Co....... 617 

Public Utilities 
American Tel. « 





Philadel Co. eie3 ee 
© Se, GS TR dececee- 627 
Twin City Rapid IS rg ee 656 
Third Ave. Railway Co............. 626 
American Power and Ltg. Co........ 641 
Manitoba Power Co., Ltd 641 

Mining 
SED “‘“eeuihcantepadhaserantminashen 630-631 
A: .cmmmetiaghestecnpenbeetd . 638-631 
OS FE EE SR Cae a 630-631 
SEE Ab SE, coc wensacewesocesed 630-631 
ican _— Lead & Smelting. = 
Sueean 
ee . 6s 
Union Tank Car Co............. . 62 
General American Tank Car Co. 629 
Railroads 
ON eee . 8 
Commodities 

EE AR tose ge 1. 664 
Cotton . 
Sevecesees - 656 
Silver .... . &7 
Tobacco ..... . 6s 
Shipping . . 6s 











for MARCH 4, 1922 








ies ¥ 
United States Shipping Board Emergency | 
Fleet Corporation | 


| 

| Offere the following | 
Mortgages on Real Estate 
_ At Private Competitive Sale | 


| On March 20, 1922 


Shipbuilding Realty Corporation, Newport News, Va., | 
“Hilton Village,” $4,050,187. 

These mortgages cover 473 dwelling houses, and one building 

containing 5 stores and auditorium. 


Shipbuilding Housing Corporation, Newport News, 
Va., “Washington Avenue Apts.,” $1,672,664. 
This mortgage covers four brick apartment buildings, divided | 
into 330 apartments. 


| North Chester Realty Company, Chester, Pa., “Sun | 
Village” and “Sun Hill,” $5,139,193. 


These mortgages cover 712 dwelling houses, and 18 apart- | 
ment buildings, containing 56 apartments and 20 stores. | 


Newburgh Housing Corporation, Newburgh, N. Y., 
$1,548,379. 
These mortgages cover 127 dwelling houses, 12 apartment 
buildings, containing 68 apartments, and 1 building containing 
2 apartments and 2 stores. 


The interest rate on the amount advanced under the 

above mortgages is five per cent. 
The mortgages may be examined at the offices of the United 
States Shipping Board Emergency Fleet Corporation, Room 
1706, New Navy Building, Washington, D. C., and certified 
copies of same may be seen at Room 201, 45 Broadway, New 
York City; or Room 801, 140 North Broad St., Philadelphia. 
Information may also be obtained by letter from any of the 
above sources. 
The United States Shipping Board Emergency Fleet Corpora- 
tion will consider and act on all offers on and after March 20, 
1922. The right is reserved to reject any and all offers. Bids 
mailed on March 20, 1922, will be considered. Offers should 
be marked “Bids on Real Estate Mortgages” and addressed to 





HARRY S. KIMBALL, Vice-President in Charge of Finance | 
United States Shipping Board Emergency Fleet Corporation 
WASHINGTON, D. C. 




















‘The Perfect Havana Cigar 


st Come From 


South Florida’s and North Cuba’s humid air conditions 
are essential for making perfect Havana cigars. 

Cigar store cigars, usually 30 to 60 days old, have deteriorated 25% to 
50%. Our cigars, freshly made, direct to you from Tampa, contain all 
the original Havana flavor and aroma. 

Our finest grades are clear Havana. Our inexpensive cigars are 
almost pure Havana. All sizes and degrees of mildness, Prices from 
$7.00 to $20.00 per hundred. 

We are anxious to have you give our cigars a trial. Write us on 
your letterhead, or enclose business card, telling us what price, what 
shape, and whether you prefer light, medium or dark. It will then be 
our pleasure to send you some cigars to try out, 

No cash in advance or C.O.D. shipments made. Everything on open 
account and on approval. 


THOMPSON & CO., Inc. 
Cigar Manufacturers 
712 TWIGGS STREET TAMPA, FLORIDA 
Factories: Tampa and Key West 
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CANADIAN 
eye 


Bureau of Canadian 


Information 


E Canadian Pacific Railway, 

through its Bureau of Cana- 
dian Information, will furnish you 
with the latest reliable information 
on every phase of industrial and 
agricultural development in Canada. 
In the Reference Libraries main- 
tained at Chicago, New York and 
Montreal are complete data on nat- 
ural resources, climate, labor, trans- 
portation, business openings, etc., in 
Canada. Additional data is con- 
stantly being added. 
No charge or obligation attaches 
to this service. Business organiza- 
tions are invited to make use of it. 


Canadian Pacific Railway 
Department of Colonization 
and Development 


140 South Clark St. 
Madison Ave. at 44th St. 
335 Windsor Station 


Chicago 
New York 
Montreal 


GENERAL AMERICAN TANK 
CAR CO. 
(Continued from page 629,) 


























Stock Options 


Offer great money-making 
possibilities. No margin is 
required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


SH. WILCOXS Co 


PUTS ena CALLS 
Guaranteed by Members of the 
New York Stock Exchange 
233 BROADWAY NEW YORK 
Phew Be-ciay 256 





another plant at Warren, O., capable of 
turning out 4,000 tank cars per year; and 
a third plant at Sand Springs, Okla., with 
tank car repair facilities of over 1,500 
cars. Altogether, the General American 
Tank is equipped to manufacture some- 
thing like 50 different varieties of railroad 
car equipment. 


Valuable Contracts 


The company has secured some very val- 
uable contracts during its existence in the 
present form. It has been one of the 
largest builders for the Union Tank, hav- 
ing turned out some 3,000 cars for that 
company. Also, General American has 
constructed large numbers of gondola cars 
(coal carriers) for the Standard Oil of 
Indiana and the Chicago & Alton; and 
refrigerator cars for the Illinois Central 
and Great Northern § railroads. The 
company has been one of the most impor- 
tant factors in the equipment of the Chi- 
nese railroads, having produced close to 
30% of the cars used for this purpose. 

The company’s earnings record has 
been good, instanced by a gross business 
in 1920 of well over $33,000,000, as com- 
pared with a gross in 1917 of about $14,- 
000,000. 


Conclusions 
General American Tank Car has the fol- 
lowing capitalization : 
Authorized Outstand’g 
$11,495,000 


Issue 
Equip. Tr. ctfs.. 
7% Cum. Pfd... $10,000,000 4,949,300 
Com’n (no par) 400,000 shs. 252,782 


The common shares are quoted around 
$56, and are receiving dividends at the 
annual rate of $3 at the present time. 
The yield of only a trifle over 5% is not 
over-attractive, in view of the greater op- 
portunities elsewhere. Furthermore, with 
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such organizations as American Car & 
Foundry, Standard Steel, Pressed Steel 
Car as competitors, it does not seem likely 
the General American’s returns will im- 
prove much during the prospective period 
of comparatively keen competition. 





HOW THE TREASURY WILL RE- 
FINANCE THE SHORT TERM DEBT 


(Continued from -page 596.) 











nomic thought is opposed to the enact- 
ment of the so-called Bonus measure, 
which, according to various estimates, 
would increase the public debt from 
$1,560,000,000 to $5,250,000,000. The finan- 
cial arrangements involved in such a huge 
undertaking at this particular time would 
involve the Treasury in difficulties that 
would absolutely nullify all efforts toward 
a sane refinancing of the short-term debt. 


Conclusion 


Assuming, however, that the Bonus 
measure is defeated, there is no reason 
to anticipate serious difficulties with re- 
gard to the method proposed by the Treas- 
ury whereby it may refinance the forth- 
coming maturities. Assisted by budget 
operations to reduce national expenditures, 
and favored by a lower money market, the 
Treasury will undoubtedly find it feasible 
to float from time to time short-term se- 
curities which will take up the whole of 
the outstanding short-term debt before it 
falls due in the Spring of 1923. 

It is difficult to forecast what effect this 
will have on the outstanding Liberty Bond 
issues. It may be presumed, however, that 
if money conditions become more favor- 
able and the Treasury finds it possible to 
float certificates on a 3%4-4% basis, the 
result will be to place outstanding Liberty 
Bond issues on approximately the same 
yield basis as the newer certificates, 
which is the same thing as saying that 
Liberty bonds will advance considerably 
above par. 
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NOTES ON THE BUCKET SHOP 
CAMPAIGN 
(Continued from page 595.) 





IT’S LESS EXPENSIVE TO OWN 
YOUR HOME 
(Continued from page 623.) 











the difficulty is that the United States is a 
large country and everybody didn’t read 
the exposure, 

* *. . 

he New York Curb Exchange has not 
yet been heard from on the bucket shop 
jucstion, The silence of Trinity grave- 
yard seems to have extended across Trin- 
ity Place and into the broad area covered 
by the Curb Market’s new building. 
Dces anyone connected with that institu- 
tion believe that no one of its members is 
besond suspicion? At a dinner recently 
given to some of the leading members of 
th Curb Market, one of them arose and 
stated that the institution was a good deal 
like a tree which had been transplanted; 
thet about its roots were a lot of weeds 
which he designated as bucket shops. 

\ while ago a certain Curb house ex- 
pressed a desire to advertise in the Mac- 
AZ NE OF WALL Street. I replied that I 
jiin’t like the way they did business. 
‘\ hy not?” I was asked. “Everything in 
their place is open for your inspection.” 
Se we took a walk over to the firm’s office 
vl saw one of the senior partners. 
‘Surely,” said he, “what would you like 
to see 7” 

Mr. ————.” said I, “it is not neces- 
sary for me to see all your books. I 
would just like to look at three: your 
general ledger, your stock ledger, and 
your box book.” 

{r. ————- yawned. “Well,” said he, 
“| don’t think it is worth while for us to 
go to all that trouble, just for the sake 
f advertising in another publication.” 

Very well,” said I. “Good day.” 

Now, if Mr. did not think it 
worth while to establish the fact that he 
was doing a legitimate business, what does 
the Governing Committee of the Curb 
Market think about it? Are there any 
thers in the same position? Not a few 
nembers of the Curb Exchange believe 

a show-down. And now that the New 
York Stock Exchange and the Consoli- 
jated Exchange admit that supervision is 
necessary, how long is the Curb Ex- 
hange to continue its policy of silence 
ind inaction? 





HOW MUCH TAXATION? 
(Continued from page 602.) 





‘ong. But it is not generally accepted 
lat excessive taxation of the rich is 
nomically wrong. Most rich men do 
t spend the whole of their income on 
‘ir own consumption. Some part, and 
ten a very considerable part, is saved, 
and these savings are lent as industrial 
21d commercial capital. A high super- 
t.x in the case of the rich is largely a 
tex upon savings, and the money taken by 
the State is withdrawn from productive 
‘e and spent upon consumption. In a 
healthy condition of a State no more 
should be raised in taxation than will 
ave an amount available for capital de- 
velopment sufficient to meet all the needs 
* business.” 
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will fall between them. I also perfectly 
appreciate that the validity of these com- 
parisons rests on the existence of funda- 
mental identity and likeness between the 
apartment and the house; but that must 
be assumed. And, for a final word, I per- 
fectly appreciate that these questions are 
complicated by the fact that all have not 
enough money to buy a home outright, and 
in their calculations must figure varying 
charges on borrowed money. But the 
simplest case is to postulate, as I have 
done, two individuals, both with the same 
amount of money, one of whom rents, the 
other of whom buys, then to see how each 
will come out after a term of years. It 
is mathematically true that the home-owner 
saves money through his ownership, besides 
enjoying intangible values that the tenant 
misses altogether.* 


*4 reader living in New York City could 
truthfully deny that it is possible to buy for 
$5,500 a house affording equal accommodations 
with a $65 apartment—though such an apartment, 
in these parlous times, oFers nothing very splen- 
did! But the country is bigger than New York 
City, and the relations between rentals and realty 
values here assumed are mee gs roughly accu- 
rate for less densely populated portions. 





WESTINGHOUSE ELEC. & MFG. CO. 
(Continued from page 616.) 





in the period 1912-1921 has been able to 
earn its interest charges from 3.19 times 
to 203.39 times over. The principal out- 
standing bond issue is the $30,000,000 7% 
gold bond issue, due May 1, 1931. These 
bonds are issued in denominations of $500 
and $1,000. They are a direct obligation 
of the company, but not secured by any 
mortgage. The bonds are quoted at about 
107, giving a yield of approximately 52%. 
They are a perfectly secure issue, but at 
this point give little opportunity for ap- 
preciation in price. However, for an indi- 
vidual to whom a secure issue with a yield 
of 5%4% is satisfactory, this bond should 
be attractive. Incidentally, the compara- 
tively low yield offered by this issue indi- 
cates the high credit of the company. 

Following the bonds is a very small is- 
sue of $3,998,700 7% preferred stock. To- 
tal annual dividend charges on this issue 
amount to only $319,000, which is an ab- 
surdly small charge ‘against a company 
that has earned this dividend 8 times over 
in its worst period. 

Investors are mainly interested in the 
$70,813,000 outstanding common stock 
(par value $50). This stock is held all 
over the country and in this respect is 
comparable to issues like U. S. Steel and 
the standard railroad shares. The com- 
pany in the past eleven years has at no 
time fallen below $3 a share and has aver- 
aged about $7.50 a share during this pe- 
riod. During the current fiscal year the 
company will have about earned the divi- 
dend of $4 a share—a very creditable per- 
formance considering the period through 
which the company has passed. In view 
of the fact that the company was able not 
only to earn its dividend rate but make a 
great improvement in its financial position 
at a time when such results were not to 


How Much 
Should Your 


Dollar Earn? 


HOSE dollars you have worked 
hard for and laid by— how much 
should they earn for you? 


Seventeen years ago Roger W. Babson 
discovered that a definite law governs 
securities and their earning power — 
a law that enables you to know tn 
advance whether the price of your 
securities will be higher or lower — 
whether the companies back of them 
will be stronger or weaker — whether 
they will earn more or less. 


Babson’s Reports 


The whole thing has been worked out into 
what has come to be known as the Babson 
Method — a plan being followed by over 8,000 
of the keenest executives today — a plan that 
enables them to enjoy half again to twice the 
usual return without the risk, worry or loss of 
time involved in ordinary investment and 
speculation. 


If you have less than $5,000 there is some 
question about your being able to apply the 
Babson Method profitably. If you have $5,000 
or more, however, it will practically elir..inate 
the chance of loss and doubtless increase your 
investment income 50%. 


Write for Bookle 


You will find the 
whole story — 
principles and 
all—in the book- 
let, “ Getting the 
Most From Your 
Money.” 

Tear out the MEMO 
—now—and hand & 
to your secretary 
when you dictate the 
morning's mail. No 
obligation 


Merely Ask for Booklet o57 


Babson’s Statistical Organization 
Wellesley Hills, 82, Mass. 
(Suburb of Boston) 
The Largest Organization of Ite Character in the World 


genecececennensnes cueneeges Clip Off here wer “ 
Memo for Your Secretary 


Write Roger W. Babson, president of Babson's 
Statistical Organization, Wellesley Hills, 82, 
Mass., as follows: Please send me klet ©57 
“Getting the Most From Your Money,"’ and recent 
report, gratis, 























Consulting Petroleum Engineer 


Special Service to Banks, Individual and Cor- 
porate Investors, Lawyers, Receivers and Certified 
Accountants. 
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MADE IN TWO SIZES: 

No. 509C Sheet Size 6% x 334—$3.50 
No. 511C Sheet Size 8% x 5%4—$4.50 
This book can be ordered on approval. 
Send prepaid orders to 


Special Purpose Book Co. 


217 Fulton St. New York 





be expected, it is a reasonable assumption 
that the better business which is expected 
to materialize in the next fiscal year will 
provide higher earnings. For that reason 
the dividend appears secure. The stock 
has had a good rise from a low level of 
38 last August to the current level of 54, 
but even'at the latter price does not ap- 
pear too high-priced. In 1919, this issue 
sold as high as 70. 





GREATER ACTIVITY IN PUBLIC 
UTILITY STOCKS 


(Continued from page 627.) 











the sale of stock, and it is intimated 
that the dividend will be increased up 
to a sufficient amount to bring the stock 
close to par before the new issue is 
floated. At the present time, selling in 
the neighborhood of 79, the stock is 
remarkably high for a 4 per cent issue. 


Third Avenue 


A complete analysis of the Third 
Avenue property appears elsewhere in 
this issue. 

Twin City Rapid Transit 

The stock of the Twin City Rapid 
Transit Company is to be regarded as 
rather featureless, bearing dividends at 
$2 per share per annum, the issue yields 
in the neighborhod of 6 per cent. It 
is quite probable that a gradual appre- 
ciation will occur as earnings improve, 
although no immediate market action 
is expected. 





Does This Investment 


Yield 20% or 40%? 


SPECIAL machine with an . 


estimated life of five years 
is installed at a cost of $10,000. 
Its net annual return proves to be 
$2,000. But what is the actual 
percental yield? 
Figuring on the basis of aver- 
age investment, Thomas B. G. 
enderson, member of the firm 
of Lybrand, Ross Bros., and 
Montgomery, Public Accountants 
and Auditors, offers some strik- 
ing computations on this question 
in the March number of 


ADMINISTRATION 
The Journal of Besiness Analysis and Control 

His article, “Yield on Plant Invest- 
ment,”” treats a subject of direct present 
concern to every financial, managing, and 
accounting executive. 

Every issue of this magazine contains 
many similar articles you do net want to 
miss—articles bringing vou sound policies 
and metheds of contrel Why not sub- 
scribe now on the coupon below? 


The Ronald Press Company. 
26 Vesey Street Publishers New York 
Publishers of Management Enginecring 


The Ronald Press Co., 20 Vesey St., N.Y. 

Gentlemen: Please enroll me for one 
year’s subscription to “Administration.” 
An invoice for the amount of the year’s 
subscription—$5.00 (Canadian and foreign 
rate $5.50)—will be sent me with the 
first issue. 
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BUSINESS COMMENCES TO 
IMPROVE 


(Continued from page 604.) - 











since the middle of January. Moreover, 
the figures are gaining rapidly on the 
1920 figures. It is almost without a doubt 
that unless something serious occurs to 
upset all calculations with regard to the 
business prospect for 1922 the current year 
will provide a greater amount of traffic 
than that had in 1921. 

An instance of the improved sentiment 
among railroad officials is that orders for 
rolling stock are now on the increase. 
Freight car orders have already about 
equalled those received in the entire 
year of 1921. It would be prema- 
ture to suggest the possibility of a 
freight car shortage but the improv- 
ing business conditions which _ inevit- 
ably will increase the demand for 
freight facilities will have the effect of 
showing that the carriers are rather under- 
equipped than otherwise. Interesting de- 
velopments along this line are promised 
during the current year. 





COTTON 





Higher Prices Likely 


The New England textile strike has un- 
doubtedly clouded the prospects for cotton 
but the ending of this situation should lead 
to a great increase in demand and con- 
sequently in higher prices. The strike 
therefore has merely retarded the rate of 


demand which up to recently had shown 
a tendency to expand. 

In considering the outlook for cotton 
sight must not be lost of the fact that 
agricultural products in general have 
shown strong tendencies toward advancing 
in the past month. Thus wheat, corn, the 
coarser grains and livestock are all sell- 
ing at appreciably higher levels than at 
the beginning of the year. Cotton, which 
is in as strong a statistical position as 
any, must sooner or later reflect the grow. 
ing confidence in the agricultural sitwa- 
tion. 

Owing to the strike, speculative ac- 
tivity in the cotton market has not been 
pronounced of late and the rise in the 
grains has served to divert a certain 
amount of speculative interest which other- 
wise would have been shown in the cotton 
market. There has also been a dispo- 
sition to wait definite information regard- 
ing the amount of Spring planting. It 
is not believed, however, that the amount 
of acreage devoted to cotton growing this 
Spring will be such as to cause appre- 
hension to those who are holding cotton. 

Furthermore the small amount of stocks 
in jobbing hands and in the hands of 
wholesalers must very shortly compel these 
interests to replenish their stocks. This 
would impel greater mill activity and 
greater spinners’ takings. 

The favorable action of sterling ex- 
change, giving greater purchasing power 
to foreign interests, should also have con- 
siderable effect on the demand for cotton. 

Generally speaking, the outlook for the 
commodity is favorable except in the 
event that more acreage is devoted to 
this form of agriculture than is antici- 
pated. Within a few weeks, however, a 
fair idea should be gained of the general 
situation 





SUGAR 








Dull Now, But Outlook More Promising 


It does not appear very likely that there 
will be any marked change in the sugar 
price situation in the next few weeks. 
The demand for raw and refined sugar 
has slumped a little after the burst of 
activity a few weeks ago. Requirements 
of American refiners have been taken 
care of for the immediate future and they 
are not likely to enter the market for 
some time yet. 

The refiners have again worked dow: 
to the five cent basis, most of the lead 
ing companies having announced that pric« 
in the recent past. Business offered is 
light. However, the lower level of prices 
is bound to increase the demand as soor 
as refined sugar consumers have disposed 
of their stocks. 

Indications are that during the major 
part of March both the raw and refined 
sugar markets will mark time. There is 
nothing in sight which would lead to any 
other conclusion. 

It is improbable, however, notwithstand- 
ing the slump in buying, that there will be 
an important downward revision in raw 
sugar prices although the fluctuating char- 
acter of the market may be expected to 
continue until the demand sets in at a 
pace to force values upward for some 
time. The feeling in the trade, in gen- 
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eral, is that prices will stabilize at around 
these levels for a few weeks and that 
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SILVER 

















Outlook More Favorable 


n the first six months of 1921 there 
wes an almost continuous decline in the 
price of silver but the tendency changed in 
July and since that time prices have been 
ri: ing almost steadily. The outlook for 
the price of silver is complicated by the 
fact that it is influenced by so many forces 
as to almost defy analysis. There are, 
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a owever, a few fundamental influences 
hose trend it would be possible to trace 
id which thereby might give a fair clue 
; to the course of prices. 

oz Silver is mainly used as a luxury metal 

—e nd its consumption consequently will be 

here influenced by the underlying economic 

agar ynditions which are likely to obtain. A 

eks. period of great prosperity would greatly 

igar enlarge the demand for silver with a con- 

: of equent effect on prices. 

ents There is, however, another important in- 

ken luence on silver to which allusion should 

hey made. Silver is used as a money metal 

for n the Oriental countries, particularly in 





‘hina where it is in high favor as a cir- 















WI ulating medium. It is also the main 
ad noney medium in India. These two 
rice ountries comprise a population of about 
is 100,000,000 so that it will be readily seen 
ices that a very broad market has been es- 
201 tablished for the metal. 
sec When economic conditions are good in 
these two countries the circulation of 
jor silver money increases and the demand is 
ed greatly stimulated. This was seen dur- 
is ing and directly after the war when silver 
ny advanced to about $1.30 an ounce, mainly 
under the stimulus of Oriental purchase. 
d- When, in the deflationary movement of 
be 1920-1921, world trade fell off, China and 
iw India felt this situation very keenly. The 
> demand of trade fell off to a point to 
to affect the demand for silver and prices 
a had a very sharp decline. Since the past 
ne half year, however, the economic situa- 


tion in the Orient has improved somewhat 
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Profits in Trading 
Are What Count 


We are making profits for our subscribers. They say 
the results are even better than they expected. 


To make profits— 

—You must work with the trend of the market. Your 
chances for success are thus three or four times what they 
would be if you operated against the trend. 

—You must limit your risk—and your anticipated profits 
should be at least three or four times the amount of the 
risk. You must expect a few losses. You should, however, 
aim to make large enough profits in successful trades, to 
more than cover your losses. 

—You must be able to deal freely on both sides of the 
market. You should always be ready to take advantage 
of any new situation on either the bull or the bear side; 
otherwise, you are narrowing your profit possibilities. 

—You should trade in active stocks only. A great deal of 
money and many opportunities are lost in keeping tied 
up in sluggish stocks. 





Let Us Help You 
Make Trading More Profitable 


Our Business is to judge the best opportunities for profit as they 
appear among the securities listed on the New York Stock 


Exchange. 


We send you a fast wire (in code if you wish) whenever, in the 
opinion of this organization, particular stocks should be bought or 
sold. This advice is based on the supply and demand of securities 
as recorded on the ticker tape. We advise you when and how to 
get in the market—and also when to close your trades. 


The proof of the value of our service is 
in the profits subscribers are making. 


Write for our Record of Results. 


Mail the coupon below today and full details will be sent you, 
without charge or obligation. 


THE TREND LETTER TRADING SERVICE 


42 BROADWAY NEW YORK, N. Y. 
The Trend Letter Trading Service FREE INQUIRY BLANK 


Gentlemen: Please explain in detail how the Trend Letter Trading Service would operate 
for me. Send me your Record of Results. 































PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puis and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
Phones: Rector 9076-9079 











Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid rtunities af- 
forded by Puts and Calls to take ad- 
vantage the fluctuations on a s 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a rise 
or a decline in a stock permits. Puts 
offered on June 3rd, . on Mexican 
Petroleum at 140 showed $3400.00 net prof- 
it on each 100 share Put by June 2th, 1921. 


OUT OF TOWN CUSTOMERS 





My out of town customers who are not 
in touch with the market are able to 
take odveatege of the fluctuations with 
Puts and Calls just as though they were 
in my office. cap you. My private 
telegraph code enables you to do this. 
— for a - < = gue > 
t operate. rice list a a copy 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 


20 Broad Street, New York City 
Tel. 1067 Rector Estab. since 1886 
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and the demand for silver has increased. 
Prices have advanced simultaneously. 

It would therefore appear that conclu- 
sions with regard to future silver prices 
depend largely on the prospect for trade 
in the Orient. From present indications, 
it appears that the economic situation in 
China and India, including Japan, is slowly 
improving. The demand for silver is 
rising and prices are a little higher as a 
consequence. Generally speaking, the 
outlook is for a broader silver market to 
accompany the increasing scale of activi- 
ties in the Orient. Additionally, the im- 
proving tone of business in other sections 
of the world should ultimately result in 
a greater amount of “luxury spending” 
and therefore in a greater demand for this 
luxury metal. 
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Good Trade Expected 


Higher leaf tobacco prices have com- 
pelled the leading retail distributor to 
advance the price on several cigarette 
brands, This is the most interesting de- 
velopment in the tobacco industry as the 
entire history of the tobacco trade in 
the past few months has been a seeming- 
ly never-ending series of price reductions. 
As pointed out in a previous review on the 
subject, an advance in raw tobacco prices 
necessarily would tend at least to stabil- 
ize the retail price situation. With the 
advance in raw tobacco prices, the re- 
tail end of the industry appears to have 
reached this position temporarily. While 
competition continues on a very large 
scale, this is now having little effect on 
the price situation, most retailers having 
agreed that the present level marks the 
limit to which reductions can be made. 

The above applies more particularly to 
the cigarette branch of the industry. All 
through 1921, cigarette demand was the 
mainstay of the tobacco industry, Not- 
withstanding a year of general depression 
the demand for cigarettes increased so 
that a new record of production was 
made for all time. In 1921, there was 
an increase of about 16% in cigarette 
output as compared with the previous 
year. 

In the same period cigar production 
fell off about 15% and the same influences 
which caused a shrinkage in the demand 
for this form of smoking product are 
still in existence. The demand for cigars 
continues to fall off and concerns special- 
izing in this end of tobacco manufactur- 
ing face the greatest difficulties. How- 


“ever, they are attempting to curtail ex- 


penditures to meet the less favorable con- 
ditions which now exist and quite likely 
they will have reached a position of com- 
parative stability within a few months. 
Additionally, the better conditions which 
should obtain in business in a few months 
should result an increased demand for this 
more expensive form of smoking material. 

During the current year, those most 
likely to profit from the new conditions in 
the tobacco industry are the planters. 
Prices of raw tobacco have advanced gen- 
erally about 20% in the past few months 
and the outlook is that the rise will be 
continued. The larger retailers who have 


a good control over their expenditu 
should be able to return a fair pro 
though they cannot possible earn as mu¢ 
as in the boom period of 1915-1920. Ci 
arette manufacturers should continue 
do well but the cigar makers are sti 
in a week position. The latter, however 
will benefit from continued reduction 
operating expenditures and from the im 
pending revival in general business co 
ditions, 





SHIPPING 








Brighter Outlook 


An erroneous conclusion might 
drawn by comparing present world to 
nage with that existing before the war 
since a comparison would <pparently in 
dicate an over-production. In 1914 world 
tonnage amounted to a gross of 43,500; 
000 tons and the present figure is 52, 
000,000 tons approximately. These fig- 
ures however do not picture the actual 
situation since allowance must be made 
for the fact that many ships are nominally 
classed as seagoing which under ordipary 
circumstances would have been “scrapped” 
years ago. Such vessels can hardly ever 
again find employment as they will never 
be able to compete with the more efficient 
vessels constructed more recently. These 
vessels constitute probably 1,000,000 tons 
of the apparent excess of production so 
that total serviceable tonnage to-day stands 
at about 51,000,000 tons instead of the 
52,000,000 tons which the above figures 
indicate. 

In the past seven years, tonnage should 
have increased about 14,000,000 tons to 
take care of the normal increasing de- 
mands of an increasing world population. 
In fact, the increase in the period under 
discussion amounted to only 7,500,000 tons 
so that actually there has been a deficit 
of 6,500,000 tons. This will become more 
apparent when the inevitable increase in 
world trade necessitates an ever increas- 
ing demand for vessels. 

Under present conditions, of course it 
may be said that there is an over-supply 
of tonnage but this will dwindle to a def- 
icit once the world starts to trade on a 
normal basis. Inasmuch as the latter is 
already in its beginnings, it follows that 
the shipping industry is about to start a 
long upward climb toward normal ac- 
tivity. 

There are a number of tangible evi- 
dences of improvement in the shipping 
situation. A number of Shipping Board 
vessels are now carrying full cargoes 
whereas a few months ago they were sail 
ing partly in ballast. The prospective 
movement in sugar has resulted in Ship- 
ping Board preparations for the recon- 
ditioning of a number of vessels to be 
used in this trade. There has been an 
improvement in German shipping con- 
ditions. The British charter market i: 
more active, and the same is true of the 
Japanese charter market. Rates are some- 
what firmer though there are a few in- 
stances of weakness. There is what ap- 
pears to be a.shortage of good passenger 
vessels, The above are merely a few 
instances of the changing situation. They 
contain considerable significance. 
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